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Tue delay of the senate in coming to 
a vote upon the pending measure for a 
cessation of silver purchases by the gov- 
ernment, is retarding a return to busi- 
ness prosperity. Full and free express- 
ion of all shades of opinion was both 
expected and desired, but when so large 
a portion of the tinie of the senate is 
daily taken up with other matters than 
the subject most urgently pressing for 
decision, it certainly furnishes ground 
for disparaging comment upon the ac- 
tion of those, responsible for the delay. 
Granted that the senate is a conserva- 
tive body and in theory of government 
is so constituted as to act as a check 
upon unwise legislation rushed through 
the house in obedience to popular 
clamor, it is nevertheless to be regretted 
that the prestige and dignity of the up- 
per house should suffer from the assaults 
and insinuations of those who allege 
‘‘fillbustering,” and ascribe bad motives 
to a number of the senators. 


New York, OCTOBER I, 





No. 7. 


PRESIDENT CLEVELAND'S latest letter 
in reply to a request by the governor of 
Georgia for a public utterance more 
comprehensive than his recent message 
as to the proper policy to be pursued by 
congress, in dealing with the financial 
situation, is as follows: 


EXECUTIVE MANSION, 
Wasuincton, D, C., Sept. 25, 
The Hon. W. J. NORTHEN: 

My Dear Sir: I hardly know how to reply to 
your letter of the 15th inst. It seems to me that 
I am quite plainly on record concerning the 
financial question. 

My letter accepting the nomination to the 
Presidency, when read in connection with the 
message lately sent to congress in extraor- 
dinary session, appears to me to be very ex- 
plicit. 

I want a currency that is stable and safe im 
the hands of our people. I will not knowingly 
be implicated in a condition that will justly 
make me in the least degree answerable to any 
laborer or farmer in the United States for a 
shrinkage in the purchasing power of the dollar 
he has received for a full dollar’s worth of work 
or for a good dollar’s worth of the product of his 
toil, 

I not only want our currency to be of such @ 
character that all kinds of dollars will be of 
equal purchasing power at home, but I want ir 
to be of such a character as will demonstrate 
abroad our wisdom and good faith, thus placing 
it upon a firm foundation and credit among the 
nations of the earth. 

I want our financial conditions and the laws 
relating to our currency safe and reassuring, 
that those who have money will spend and in- 
vest itin business and new enterprises instead 
of hoarding it. 

You cannot cure fright by calling it foolish 
and unreasonable, and you cannot prevent the 
frightened man from hoarding his money. 

1 want good, sound, and stable money and a 
condition of confidence that will keep it in use. 

Within the limits of what I have written, lam 
a friend of silver, but I believe its proper place 
in ovr currency can only be fixed by a readjust- 
ment of our currency legislation and the inaug- 
uration of a consistent and comprehensive fin- 
ancial scheme. 
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I think such a thing can only be entered upon 
profitably and hopefully after the repeal of the 
law which is charged with all our financial woes. 
In the present state of the public mind this law 
cannot be built upon nor patched in such a way 
as to relieve the situation. 

I am, therefore, opposed to the free and un- 
limited coinage of silver by this country alone 
and independently, and I am in favor of the 
immediate and unconditional repeal of the 
purchasing clause of the so-called Sherman 
law. 

I confess I am astonished by the opposition in 
the senate to such prompt action as would re- 
lieve the present unfortunate situation. 

My daily prayer is that the delay occasioned 
by such opposition may not be the cause of 
plunging the country into deeper depression 
than it has yet known, and that the Democratic 
party may not be justly held responsible for 
such a catastrophe. 


Youry very truly, 


GROVER CLEVELAND. 


This letter should have a good effect 
as a ‘‘confidence-restorer,”’ and instil the 
belief that, while there may be delays 
and digressions in the framing of a sat- 
isfactory currency policy, the adminis- 
tration is on the right track and nothing 


need ultimately be feared. 


In this issue we publish a contribution 
by the president of the Southern Na- 
tional Bank of New York, Mr. W. W. 
Flannagan, in which he favors a repeal 
of the 10 per cent. tax and a state bank 
circulation, free from any restriction on 
the part of the general government. 
Many reasons are advanced in favor of 
the beneficial effects of such a circula- 
tion, and the article has many good 
points. The Journalis on record as op- 
posed to any bank currency, not regu- 
lated by the national government, and 
its views on the subject have been here- 
tofore fully presented. At the same 
time its province is to afford a channel 
for the free expression of expert opinion 
on all sides of debatable questions, and 
it invites and welcomes contributions by 
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bankers of all shades of opinion upon 
topics of present interest. 


Tue ‘‘Journal of Political Economy” 


‘ for September (under the editorial man- 


agement of Prof. J. Laurence Laugh- 
lin, of the University of Chicago) states 
that in view of the constant reference to 
the relation between prices and the quan- 
tity of money, in the discussions on gold 
and silver in recent years, it is a little 
surprising that the principal commercial 
states have not made the official collec- 
tion of prices a matter of governmental 
care. There is the less surprise, of 
course, when it is remembered that stat- 
istics is a comparatively new study; and 
that the reasons for the collection of data 
and their ordering, become clear only 
after an insight into economic relations. 
The demand for tables of prices has 
arisen from the theory of a direct rela- 
tion between prices and the quantity of 
money. The study of monetary theory, 
preceding a full knowledge of facts, de- 
mands the verification, or disproot, 
which can only be obtained by examina- 
tion of carefully collected data. In Ger- 
many, the best tables of prices known 
to students of money, those of Dr. Soet- 
beer, taken from Hamburg returns, have 
been prepared by private enterprise. In 
England, the old system of the London 
‘*Economist,”’ which has been admitted 
to be unsatisfactory, and those of Mr. 
Sauerbeck, which confirm the movement 
of the Hamburg prices, are also the re- 
sult of private initiative. In this coun- 
try, au old table of prices first published 
during the war in the finance reports, 
and since resurrected, is untrustworthy. 
Consequently, in all monetary discus- 
sions, reference must be had only to the 
English or German tables of prices. 

Is it not high time, the Journal asks, 





EDITORIAL. 


that congress should be memorialised 
for an annual appropriation to secure a 
careful and methodical record of Amer- 
ican prices and their publication by the 
government? Inasmuch as this country 
presents widely different sections in 
which prices may differ, the prices of all 
the articles in a list should be quoted at 
various markets, like New York, Chi- 
cago, New Orleans, Denver, and San 
Francisco. Both retail and wholesale 
prices might be given, in spite of diffi- 
culties in gathering retail prices, The 
list should include a classified number 
of at least a hundred commodities, and 
be published monthly. Without at- 


tempting to decide upon the proper 
form of index number, the material 
could be published in full, in condition 
to be worked over into any of the pro- 
posed plans. By presentation of highest 
and lowest prices, the average of all 
sales, and some attempt at quantity 


sold, the material, if collected on the 
same pian year by year, would in a few 
years prove invaluable in the study of 
many of our economic problems. 


In THE ‘‘Annals of the American 
Academy” for September, Mr. W. F. 
Harding describes a novel school savings 
bank in successtul operation in connec- 
tion with the public schools of Bloom- 
ington, Ind, 

Money is received on Mondays, beth 
morning and afternoon. The pupil fills 
out a deposit check, which is filed by 
the teacher. The amount is credited 
upon the. pupil’s pass-book, which he 
retains, and also upon the teacher’s 
ledger, The teacher then seals all the 
money in an envelope, with a statement 
of the amount on the outside. The 
manager goes to the various teachers 
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and collects the envelopes, giving a re- 
ceipt for the amount of each. He then 
takes the envelopes to the secretary of 
the Workmen’s Building Loan-Fund and 
Savings Association, who counts the 
money in the manager’s presence and 
places it among the funds of the associ- 
ation. If any pupil wishes to withdraw 
any of his money he writes a check for 
the amount, signed by his parent and by 
the teacher, who places it in the envelope 
with the deposits. When the secretary 
of the association finds these drafts he 
hands them to the manager who coun- 
tersigns them. The secretary pays the 
amount out of the deposits just received, 
placing the money for each teacher in a 
separate envelope. These envelopes the 
manager carries back, receiving from 
each teacher a receipt. Thus he does 
not touch the money at any point, the 
only possibility of fraud being his failure 
to give the secretary a receipt for money 
returned on drafts. This will be recti- 
fied. 

The especially novel feature of this 
plan is the fact that the money is depos- 
ited with a building association, rather 
than a savings bank. Such a dispos- 
ition of the funds was a necessity at the 
outset, there being no savings bank at 
Bloomington. But, as it turns out, it is 
the most fitting and feasible plan pos- 
sible; fitting, because the two institu- 
tions are so similar in their nature and 
aims, and feasible because it helps the 
association, and at the same time com- 
pels the pupil to deal only with the 
teacher, thus retaining the bank as a 
constituent part of the school. The 
manager asserts that this plan influences 
the pupil to continue a depositor in 
cases where, if he had to deal directly 
with a bank, after reaching the sum of 
three dollars, he would soon discontinue 
depositing. The school bank is carry- 
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ing too shares of running stock, for 
which it pays $25 weekly. The balance 
of the deposits is then applied to the 
purchase of paid-up stock, bearing six 
per cent. interest from date of deposit. 

This plan involves another very novel 
feature in the working of the bank— 
namely, the fact that ten per cent. in- 
terest per annum is paid depositors. 
Such a high rate of interest is rendered 
possible by the method of computation. 
No interest is paid except on even dol- 
lars, and deposits are not credited to the 
interest account except on the last Mon- 
day of each month. Taking this in 
connection with the fact that the build- 
ing association gives interest at six per 
cent from date, it will readily be seen 
how those deposits that are on the inter- 
est account can receive a very high rate 
—a rate, moreover, that will be largely 
increased when the roo shares of run- 
ning stock mature. It should be men- 
tioned in this connection that all blanks 
are provided by the school, and that no 
one receives any pay for work, so that 
the whole earnings go to the interest ac- 
count, 


Tue Bank of British North America, 
one of whose agencies is in California, 
is apparently having a hard time of it, 


STATE-BANK 


It is often the case that opinions 
amounting to convictions are held be- 
cause held generally, and that any at- 
tempts to change such convictions by 
argument are met with set phrases 
which have no meaning and usually no 
application to the question, but which 
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in its attempted compliance with the 
law of that state requiring the publica- 
tion of bank statements. The penalty 
of the California statute is anomalous in 
that it prohibits banks from maintaining 
any action in the courts of the state 
‘*until they shall have first duly filed 
the statements herein provided for, and 
in all other respects complied with the 
provisions of this law.” The result is 
that in case any bank has filed a defect- 
ive statement, this then becomes a 
weapon of defense to debtors upon bills 
receivable, who may interpose the claim 
of non-compliance with the statute, and 
prevent a recovery by the bank. The 
decision in this number wherein the 
Bank of British North America is denied 
recovery upon certain bills of exchange 
because its statement does not fully 
comply with the law, is the second one 
by the supreme court of California be- 
tween the same parties. A former de- 
cision by the court was published in this 
JourRNAL, wherein the bank’s statement 
was held defective. Asecond statement 
was thereafter filed, but as the present 
decision shows, does not fully comply 
with the law. These decisions are in- 
structive to California bankers in show- 
ing the legal requirements in the matter 
of bank statements. 


CIRCULATION. 


are uttered as conclusive, debarring any 
further debate. : 

Any statement in the nature of argu- 
ment, for instance, with a free silver 
advocate is usually put down with the 
terms ‘‘Gold bug” or ‘‘Wall street con- 
spiracy,” and so any argument for the 
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repeal of the 10 per cent. tax on state 
bank circulation is met with the answer, 
**Wildcat currency” as conclusive rebut- 
tal. 

As the question of this repeal is now 
engaging the public mind, you will 
probably allow the use of your columns 
for an expression of views thereon, an- 
ticipating, of course, that the writer, 
being connected with a national bank, 
would naturally oppose such repeal. A 
careful consideration of the question, 
however, has led him personally to a 
different conclusion and for the follow- 
ing reasons: 

When we had a state bank circulation 
we had nothing else in the way of what 
is usually called paper money. I think 


the term ‘‘money” in this connection is 
a misnomer, as all paper issues, whether 
governmental or bank, are only a form 
of credit, the classification of which as 
money, leadirg to the belief it ismoney, 
has brought us a lot of trouble. 


But 
when we had state bank notes we had 
and knew none other, and the creditor 
had to receive these or receive nothing, 
gold and silver being too cumbersome 
or too scarce. 

It was this alone that made them cur- 
rent. We had not dreamed of a bank 
note good everywhere and which would 
never be asked for redemption until 
worn out. Now we know differently, 
having been educated, everywhere and 
everybody, to a different kind of bank 
note or paper money. If with this edu- 
cation a ‘‘wildcat currency” could ever 
again be in vogue it will be because the 
people prefer it, and this carries a con- 
tradiction on its face. 

By constitutional prohibition no state 
can emit a bill of credit nor make any- 
thing other than gold and silver a legal 
tender for debts; consequently no state 
bank issues can be given the legal ten- 
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der function, and it must therefore al- 
ways be optional whether a bank note 
is received or not in settlement of an 
obligation. Knowing a different kind 
of paper money, nobody will ever re- 
ceive a state bank note unless he has 
some knowledge of the bank issuing the 
same and believes it to be good. 

This will necessarily confine the cir- 
culation (passing from hand to hand) to | 
the locality of the bank which issues 
them’ If perchance one of these notes 
should get away from home it would be 
immediately sent back as a check now 
is. Under the present facilities for in- 
formation and transportation it is im- 
possible to be otherwise, nor is it de- 
sirable that it should be otherwise. 

We need notes (bank credits) for local 
circulation exclusively which will per- 
form all.the functions of money at home, 
and having done this, return to the 
place of issue for redemption. While it 
is a great convenience to have bank 
notes which circulate everywhere, and 
I would not do away with these, itis an 
absolute injury to the commercial world 
that we should have these conclusively. 
We can never have an elastic bank cir- 
culation (the great desideratum) when 
it is issued exclusively through the gen- 
eral government and so secured that its 
redemption will never be asked. 

Did you ever think of it, how unrea- 
sonable it is that the cotton planter of 
Texas or the wheat grower in Minnesota 
should have to come to New York to 
get ‘‘money” to harvest and move his 
crop? He doesn’t come in person, but 
through the machinery of banking and 
his local banker he indirectly comes. 
His local banker applies for him and 
many hundred others similarly situated 
to the nearest city bank correspondent, 
which city bank has numerous similar 
applications from the country tributary 
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to it, and these city banks in turn apply 
to the money centres, which application, 
thus representing hundreds of thou- 
sands of farmers and p!anters, comes in 
one grand volume at the same period, 
producing. such an overwhelming de- 
mand that rates of interest unduly ad- 
vance, and in times like the present 
serious embarrassment comes to the fin- 
ancial centres from such demand, if not 
actual inability to meet it. 

Why should this be the case? Any 
good reason for it? Why not let the 
planter or his factor go to his local bank, 
saying money is needed to move his 
crop, that he wants a note discounted, 
making the same satisfactory to his 
banker, receive the bank notes, which 
he knows will be redeemed on presenta- 
tion, go home with these notes, harvest 
his crop, pay his laborers, the laborers 
in turn paying the local grocer, baker, 
or tailor, and they in turn pay others in 
the community or return the notes to 
the bank of issue for credit as a deposit 
or for redemption? 

Should we wish to prohibit this nat- 
ural use of local credit, for the reason 
that such local credit must be made 
available everywhere? Should the mere 
convenience of having bank notes which 
are issued in Georgia, circulate in Kan- 
sas, be a sufficient reason for hampering 
the local trade of Georgia or vice versa? 

When all the paper money of the 
country passes everywhere, the inevit- 
able consequence must be that this so- 
called money concentrates at the money 
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centres, where there exist the greater 
facilities for its use and its ready return 
upon demand. Wesee sometimes money 
1 per cent, a day and sometimes 1 per 
cent. a year in this city, without any 
financial upheaval as now, but in ordi- 
nary times. This is all wrong and re- 
sults from what is called the great ben- 
efit of having all credit in the form of 
bank paper issues circulating every- 
where. Instead of being a benefit either 
to the money centres orto the rural dis- 
tricts it is a positive disadvantage to 
both. 

Let us have a state bank circulation, 
without any restriction on the part of the 
general government. Let each state be 
free to enact such banking laws as may 
best enhance the interest of its citizens. 
The bank issues therein will circulate 
only and in corresponding areas as such 
laws may secure the confidence of the 
respective communities. Let us con- 
tinue the national bank circulation, re- 
lieved of the tax of 1 per cent. and en- 
larged to the face value of bonds de- 
posited, until we find other security, 
possibly silver. Let the state bank 
notes be redeemable in these notes or 
legal tender money, and then we shall 
have no stringency in the money mar- 
kets when crops are to be moved, no 
ruinous prices for agricultural products 
for the want of money to move them, 
and the cry of free silver will be con- 
fined to the mine owner, growing less 
and less until hushed forever. 

W. W. FLANNAGAN. 





A UNION 
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A UNION LEGAL TENDER DOLLAR. 


In Sept. 1-15th Banxinc Law Jour- 
NAL, appears Mr, O,S. Garretson’s prop- 
osition for a Union Legal Tender Dol- 
lar, discussion invited. 

A union dollar, composed of fifty cents 
worth of gold inserted in fifty cents 
worth of silver is claimed to be prefer- 
able to an alloy piece—the gold and sil- 
ver melted to a solid mass—on account 
of security against counterfeiting. How 
this security is obtained is not explained, 
but it is evident that the silver part could 
and would be substituted by the same 
base metal, that the counterfeiter now 
uses, and the small gold plug in the 
center be made of lead with gold top 
and bottom. But this union dollar 
would afford a much better chance to 
the 
gold plug of the genuine coin and re- 
placing lead instead, thereby getting 
fifty cents worth of genuine gold, and 


the counterfeiter by drilling out 


yet have the silver part—which is much 
the largest—genuine and untouched. 
The production of gold is not or per- 
haps might not be equal to the demand, 
if gold alone should be used for coining 
in this and all other countries; nor is 
gold desirable or practical for one dollar 
and fractional for such coins 
would be too small for convenient hand- 
ling. Hence there is a place for silver, 
to help make up the supply and take 
place, where gold ceases to be in place. 
However, at the present rate of silver 
16 to 1 gold, the silver coin is too bulky 
and heavy for a circulating medium to 
be in favor with the public, and is said 
to flow back to the U. S. treasury. 
Really there are 350,000,000 of silver 


coins, 


dollars locked up by the government 
and silver certificates out for them. 

Now if the silver dollar coined aft the 
rate of 16 to 1 is too heavy, how much 
more if for example at 24 to 1? just 50 
per cent. heavier. It is evident then 
that pure simple silver will not do, and 
must be made more valuable with gold 
alloy, and not only half and half, but at 
least two-thirds gold to one-third silver. 
Taking silver at 24 to 1 would give the 
following result: 


66.67 
” 33-33 


Take fine gold.. 15.40 grains = 
Take fine silver.190.85 = 


206.25 grains for 1.00 


exactly one-half of the weight of our 
present silver dollar; half-dollars and 
quarter-dollars in same proportion, 

One thousand millions of such coins 
coined in the course of time would make 
a convenient solid circulating medium 
and answer for amounts up to $5, per- 
haps $ro. 

The silver valued at 24 to 1 or 86.2 
cents per ounce may be considered a 
reasonable rate for the future, and the 
dollar containing only 191 grains of it, 
a little over one-third of an ounce would 
not be much affected by a fluctuation of 
ten cents an ounce in market value of 
bullion. 

Dimes and half-dimes could be made 
of pure simple silver, 56 grains fine sil- 
ver for dimes, 28 grains tor half-dimes. 
This would be for circulation in the U. 
S. only, and be needed here. For trade 
balances with foreign countries, gold 
alone will ever be the standard, even if 
all other countries would adopt the same 
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union alloy or (genuine) bimetallic coin- 
age, for no country should nor probably 
will coin more of such, than needed for 
home use. 

Intheabove figures no copper or other 
alloy is included. Our present coin con- 
tains 10 per cent-, intended to prevent 
losseby abrasion; still by handling gold 
coin for instance, merely sending by ex- 
press a long distance, a loss occurs. If 
this 10 per cent. copper alloy cannot 
prevent loss, would it not be as well to 
do away with alloy, and save handling 
10 per cent. dead weight? Large coin 
or bars of $100 and $1,000 in the shape 
of cylinders, something like five or fifty 
$20 gold pieces in a paper roll, would 
make a convenient piece for storing 
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In response to your inquiry in regard 
to the incorporation of bond investment 
companies in this state, permit me to 
say: About July, 1891, Mr. Ollie Hoss 
ot Nevada, Mo., applied to me for the 
incorporation of the Guarantee Invest- 
ment Company of Nevada, Mo., under 
the eleventh clause of the section of pur- 
poses in the manufacturing and business 
association law of this state, being sec- 
tion 2171. I took the position that this 


section did not authorize the formation 
of such a corporation, for the reason 
that the purposes of the article were en- 
tirely directed toward the formation 
-of business associations ; holding further, 
that the legislative branch of the govern- 
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INVESTMENT COMPANIES 


A Letter by Secretary of State Leseuer, Criticising their Methods and Questioning their Legitimacy. 









away, holding as reserve for large tran- 
sactions, and for export, if need to settle 
with foreign trade. Silver bars of 1160 
ounces at 86.19 — $1,000, might perhaps 
answer such purposes. 

The idea that fractional paper cur- 
rency, as had during the war, would 
meet with favor is very doubtful and 
uncalled for, and the public would no 
doubt be well pleased to have the pres- 
ent soiled, torn, ragged and patched up 
$1 and $2 notes replaced by actual solid 
coin of convenient bulk and weight. 

The free coinage cry would be silenced, 
if $2 worth of gold would be required 
with every $1 worth of silver. 

RICHARD MERKLE, 

7026 Michigan ave, St. Louis, Mo. 


IN MISSOURI. 





ment always evinced a lively and intelli- 
gent desire, where it was a question of 
organizing banking, savings or fiduciary 
companies, to provide laws with safe- 
guards, hedging them about with checks 
and balances, and with provisions pro- 
tective of the persons who intrusted 
their funds with them. Nosuch features 
are to be found in the article covering 
manufacturingand business associations, 
and naturally so, because the fiduciary 
character is wanting. If it had been 
the intention of the legislature that fidu- 
ciary companies of any kind should be 
incorporated under this article, the his- 
tory of legislation in Missouri proves, 
beyond any peradventure, that protect- 
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ive provisions would have been supplied. 
The legislative will in this state has 
been so clearly expressed against the 
maintenance, or even the countenance, 
of lottery enterprises, that it is certain 
it never contemplated authorizing, by 
direction or indirection, the incorpora- 
tion of companies having within them 
anything of a lottery feature. 

No person can hold that the lottery 
principle does not underlie the manner 
of doing business in vogue with these 
bond investment companies. That they 
are unsound, considered from a scien- 
tific basis, is unquestionable. It has 
grown into an axiom in business circles 
that wherever something is promised 
for nothing the promise covers a fraud, 
and yet the companies brazenly adver- 
tise that for an expenditure of $25 or 
$30 an investor may receive $1,000, con- 
cealing the fact by irrelevant compari- 
sons with mortuary and other insurance 


tables that the excess received by this 
person is paid by other investors in the 
so-called bonds. 


.As a matter of fact there is nothing 
which can honestly or fairly be compared 
as between the business done by these 
bond investment companies and that 
transacted by legitimate life insurance 
companies. The former are unscientific, 
depend entirely upon a continuation of 
investors for the payment of previously 
subscribed bonds, without any accumu- 
lative feature, to enable all investors to 
be legitimately paid; whereas, the very 
reverse is true in regard to life insur- 
ance companies. In the bond invest- 
ment company, the member who pays 
has no protection; his money is taken 
to pay off bonds of earlier numbers than 
his own, and he must trust to chance 
only that perscns will continue to be 
gullible and to purchase bonds in order 
to provide money to pay him, This is 
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purely a lottery and the moment that a 
lack of confidence in the company ar- 
rives, the whole thing must go to smash, 
and the more recent investors lose their 
money. This has been the experience 
of other states where the experiment 
has been tried. 

(The secretary of state here quotes 
from a repo:t of Hun. George S. Mer- 
rill to the legislature of Massachasetts, 
in proof of his statement, and then con- 
tinues :) 

For these and other reasons, which 
occurred to me before I saw Mr. Merrili’s 
views or read the experience in Massa- 
chusetts and other states, I declined to 
file the articles of association presented 
by Mr. Hess About a month afte: 
this date Mr fiais C Farr of Kansas 
City piescuted to me articles of associ- 
ation ot a similar character for a com- 
pany in Kansas City. I refused to file 
these, but Mr. Farr persisted, remained 
some days in Jefferson City, and finally 
proposed that the matter be left to the 
then attorney-general. The statute 
making the attorney-general my legal 
adviser, I consented to this. The argu- 
ments which I have outlined above were 
submitted to him, and Mr. Farr made 
the argument upon his side that his 
company was Organized for the purpose 
of pecuniary profit and gain and was 
not inconsistent with the constitution 
and laws of this state and therefore had 
the right to be incorporated. The at- 
torney-general gave an opinion in favor 
of the incorporation of the company. It 
was incorporated thereunder, and sub- 
sequently eight other companies were 
incorporated, so that there are now nine 
such incorporations upon the books of 
this department. 

So soon as the present attorney gen- 
eral had opportunity to investigate the 
law upon this point, and I ascertained 
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that his views were similar to mine, I 
retused to further incorporate companies 
of this character, quite a number of them 
at the time being applicants for incor- 
poration. The legislature was then in 
session and it quickly responded to the 
request to place a legislative interpreta- 
tion upon section 2771 by enacting a 
law adding these words to said section: 
‘* Provided, that nothing in this section 
shall be construed to authorize the in- 
corporation of a bond investment com- 
pany or association to issue bonds or de- 
bentures based upon payments upon the 
installment plan, nor any company 
which savors of the character of trust 
company, bank, saving fund, building 
and loan or fiduciary company. 

In addition to this statute, the Thirty 
Seventh General Assembly passed a law 
requiring domestic and foreign com- 
panies of this character to deposit with 
the state treasurer the sum of $100,000 
before they shall have the right to tran- 
sact business in this state, such deposit 
being for the purpose of securing in- 
vestors in the bonds. I believe I am 
safe in saying that the house of repre- 
sentatives would have passed a bill an- 
nulling the charters of these corpora- 
tions if it had thought such a bill could 
have passed the senate. But in view of 
the ‘act that there was some doubt in 
that respect, the lewer house of the 
general assembly did what it thought 
was the next best thing, which was 
to require the deposit above alluded 
to 

Even with this law, the situation is 


unfortunate, for these corporations, 1m- 
moral in their tendency and dangerous 
from a pecuniary standpoint to the in- 
vestors, should not be permitted to exist 
at all, in view of the fact that there is no 
law upon the statute books of Missouri 
authorizing their creation. I am firmly 
of the opinion should this matter be 
brought to the attention of the supreme 
court of the state by guo warranto, that 
the charters of the nine bond investment 
companies now incorporated in _ this 
state would be declared null and void 
and of non-effect. 

According to the universal experience, 
where these companies have been tried, 
they must at a very early date result in 
disaster and loss, and with more or less 
disparagement of the reputation of good 
men who lend their names toward mak- 
ing them respectable. The sooner a 
judicial decision as to the legitimacy of 
these companies is reached, the better it 
will be for all honest men. Certainly 
none who are so can reasonably object 
to a decisive finding calmly reached by 
our highest legal tribunal. 

I have been at all times, publicly and 
privately, opposed to the formation or 
continuance in existence of these com- 
panies, and I have so stated repeatedly 
to legislative committees, in the press 
and in hundreds of letters. 

I am glad to say I have information to 
the effect that the attorney-general 
deems it to be his duty, by writ of guo 
warranto, to bring the question to the 
attention of the supreme court as soon 
as it shall meet in October next. 
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CURRENT LEGAL DECIS{ONS. 


pais department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 
rectors. The experiences theydisclose are likewise worthy the careful attention and study of the merchant, 


the depositor, and the bank student seeking advancement. 


herein, will be furnished on application. 


Further information regarding any case published 


COLLECTION OF CHECK BY CIRCUITOUS ROUTE. 


INDORSER DISCHARGED BY 


FAILURE TO PRESENT 


IN REASONABLE TIME 


An important decision, showing bankers that the courts will not sanction the practice of 
sending checks by a roundabout way, through correspondents, for collection. as distinguished from 
direct transmission to the place of payment; and the responsibilities incurred by the transmitting 


bank who adopts the circuitous method. 
of the case in all its bearings.) 


(See editorial notes at end of decision, for full discpyssion 


First National Bank of Wymore v. Miller, Supreme Court of Nebraska, June 30, 
1393. 


On Saturday, the 31st day of May, 1890, about the 
close of banking hours, one M, indorsed in blank, and 
deposited to his credit in a bank of Wymore, Neb., 
certain checks drawn to his order by one B, on a bank 
in Courtland, Neb. Wymore and Courtland are 27 
miles distant from one another, but connected by tel- 
egraph, telephone, and railroad lines; and a mail left 
Wymore at 6 p. m. daily, arriving at Courtland at 9 
p.m. the same day. The Wymore bank made no in- 
quiry of the Courtland bank as to whether the checks 
were good, nor did it at any time advise the Cortiand 
bank that it held thechecks, but on the day of their 
receipt mailed said checks toa bank in St. Joseph, Mo. 
which bank sent them by mail to a bank in Omaha, 
Neb., and this latter bank sent them by mail toa bank 
in Courtland, at which they arrived on June sth, and 
were then protested for nonpayment. Ae/d, that the 
Wymore bank did not pre-ent the checks for payment 
to the Courtland bank 1n a reasonable time, and that 
the indorser, Miller, was thereby discharged. 

2. An ordinary check is not designed for circulation, 
but for immediate presentment, and, to charge an in- 
dorser, must be presented with all due dispatch and 
diligence consistent with the transaction of other com- 
mercial business. 

; Greater diligence is required in presenting ordi- 
nary checks for payment than in presenting ordinary 
bills of exchange. Whether an ordinary check has 
een presented for payment by the indorsee thereof 
n such a reasonable time as to hold the indorser must 
be determined from the facts and circumstances of 
each particular case. 

4. No custom or usage among bankers as to the 
manner of presenting ordinary checks for payment, 
willrelieve them from the legal duty of presenting 
sach checks for payment within a reasonable time. 

In a suit by an indorsze against the indorser of an 
lary check, where the defense is that the check 


ordi 


was not presented for payment within a reasonable 
time, inquiry as to whether the indorser was damaged 
by reason of the failure to present the check for pay- 
ment is immaterial. 

Syllabus by the Court. 


Commissioners’ decision. Error to 
district court, Gage County; Appelget, 
Judge. 

Action by Abraham L. Miller against 
the First National Bank of Wymore, 
to compel payment of a balance, Judg- 
ment for plaintiff. Defendant brings 
error. Affirmed. 


FACTS STATED. 


Racan, C.—On Saturday, the 31st 
day of May, 1890, about 4 o'clock in 
the afternoon, Abraham L. Miller in- 
dorsed in blank, and deposited to his 
credit in the First National Bank of 
Wymore, two checks, drawn by A. W. 
Beahm to Miller’s order, on the State 
Bank of Courtland, Neb. These checks 
aggregated $3,429.25. The town of 
Courtland is twenty-seven miles distant 





254 THE BANKING 
from Wymore, the two being connected 
by telephone, telegraph, and railroad 
lines. and two daily mails. The mails 
for Courtland closed at Wymore, at that 
time, at 6 and eight o'clock, respective- 
ly, in the afternoon of each day. The 
first mail would reach Courtland at 9 
o'clock p. M. of the same day, and the 
second at 10 o'clock the next day. The 
plaintiff in error made no inquiry of the 
Courtland bank as to whether the Beahm 
checks were good, nor did it notify the 
Courtland bank that it held such checks, 
One the same day that the checks were 
received by it the plaintiff in error sent 
them by mail to a bank in St. Joseph, 
Mo.,- for collection. That bank for- 
warded them by mail to the Omaha 
National Bank, at Omaha, Neb., for 
collection, and the latter sent them by 
mail to the State Bank of Courtland, 
on which they were drawa. This bank 
received them on Thursday, the 5th day 
of June. Beahm being insolvent, they 
were protested for non-payment. 

At the close of business on Saturday, 
the 31st of May, Beahm had to his 
credit in the State Bank of Courtland, 
$3.533-76. 

On the morning of Monday, the 2d 
day of June, at the commence- 
ment of business, Beahm had to his 
credit in the State Bank of Courtland 
the sum of $3,533.76, and during the 
day he deposited $3,200 more to his 
credit in the same bank. Against this 
sum the cashier of the Courtland bank 
had agreed to accept checks of Beahm 
amounting to $3,800. On,the morning 
of Tuesday, June 3d, Beahm_ had 
to his credit in the Courtland bank 
$2,132.65. 

On the morning of Wednesday, June 
4th, he had to his credit a balance in the 
Courtland bank of $1,621.35, and during 
the day deposited $500 more. During 
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this day, June 4th, he drew against his 
deposits in the Courtland bank, so that 
on Thursday morning, June sth, he had 
left to his credit in the Courtland bank 
the sum of $310.15. After Miller had 
deposited in plaintiff in error the two 
Beahm checks, he drew against them 
checks amounting to $2,472.29, which 
plaintiff in error paid, leaving to his 
credit a balance of $956.96. The bank 
having refused to pay him this, he 
brought this suit to recover it. The 
plaintiff in error filed an answer and 
counterclaim, in and by which it alleged 
the deposit by Miller in its bank of the 
Beahm checks; that it forwarded said 
checks in a reasonable time to the State 
Bank of Courtland on which they were 
drawn, but that the checks were worth- 
less, and payment was refused, for the 
reason that Beahm had no funds in the 
Courtland bank with which to pay the 
same, and that the checks were duly 
protested; and that on the day the 
checks were deposited, it had paid 
checks of Miller amounting to $2, 482. 28, 
and that subsequently it had collected 
from the said Beahm $800, and put the 
same to the credit of Miller, leaving 
Miller owing the plaintiff in error -$1,- 
687.84, for which sum, with - interest 
and protest fees, it prayed judgment 
against Miller. The case was tried to 
the court, a jury being waived. The 
court found for the defendant in error, 
Miller, and rendered judgment against 
the plaintiff in error for the, sum of 
$956.96, the difference between the 
Beahm checks and the total of the checks 
which Miller had drawn on the bank 
after their deposit, and which the bank 
had paid. The bank brings the case 
here for review, the error alleged being 
that the findings and judgment of the 
court below were contrary to the law 
and evidence. 
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CHECKS DEPOSITED AS CASH,AND DEPOSIT- 
OR LIABLE AS INDORSER. 


After a careful and patient examina- 
tion of this record, we have no doubt 
that the Beahm checks were received by 
the plaintiff in error as cash, and 
that they were not received by the 
plaintiff in error for collection for 
Miller. This proposition is abundantly 
supported by the facts and the evidence 
throughout the entire case. These 
checks were payable to Miller’s order, 
and by him indorsed and delivered to 
the plaintiff in error, which gave Miller 
credit for the amount of them, and al- 
lowed him to check against them. After 
these checks were deposited in plaintiff 
in error by Miller, the relation subsisting 
between the bank and Miller was,— 
First, that of depositor and depositee; 
and, second, that of indorser and in- 
The plaintiff in error contends, 
conceding that the checks were not pre- 
sented for payment within a reasonable 
time, that Miller was not prejudiced by 
the delay. We do not assent to this as 
a conclusion of fact. The evidence is, 
had plaintiff in error, on the date it re- 
ceived the checks, advised the Courtland 
bank of the fact, that bank would have 
paid checks in full. At the opening of 
business on Monday, June 2d, Beahm 
had on deposit in the Courtland bank 
$3.533 76, aad during the day he de- 
posited $3,200 more. Against this there 
was a check of $3,800 that the bank had 
agreed to accept, which would leave on 
deposit at the Courtland bank at the 
close of business on Monday, June 2d, 
to Beahm’s credit, $2,933.76. Had the 
checks reached Courtland on Tuesday, 
June 3d, there were $1, 186.35 of Beahm’s 
money on deposit there at that date. 
Had they reached the Courtland bank on 
Wednesday, June 4th, there were in the 
Courtland bank, to Beahm’s credit, $2, 
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125.35. Wedo not see from this evi- 
dence how plaintiff in error can claim 
that the delay in presenting these checks 
worked no injury to Miller. 


IMMATERIAL WHETHER DELAY 
SENTMENT DAMAGED INDORSER; IF 
LACHES IN PRESENTMENT, INDORSER 


DISCHARGED. 


IN PRE- 


But in a suit like this, between the in- 
dorsee and indorser of an ordinary check, 
is it a material inquiry whether the de- 
lay of the indorsee in presenting the 
check, damaged the indorser? Tied. 
Com. Paper, § 442, after stating that the 
drawer of a check would not be dis- 
charged by the failure to present it for 
payment within a reasonable time, un- 
less the drawer was prejudiced thereby, 
continues: 


“The rule is different with regard to indorsers. 
They are discharged whether they have suffered any 
damage or not from the failure to make due present- 
ment and give the notice of dishonor within a reason- 
able time.” 


In Coal Co. v. Bowman, 69 Iowa, 150, 28 
N. W. Rep. 496, that court say, after 
deciding that the plaintiff had held the 
check in question an unreasonable time 
befure presenting it, and that it could 
not recover against indorsers: 


“The fact that the drawer had no funds in the hands 
of the drawee when the check was drawn, makes no 
difference.” 


In Gough v. Staats, 13 Wend. 549, the 
supreme court of New York say: 


“If there has not been due diligence in presenting the 
check for payment, the indorser is discharged, al- 
though he has not been prejudiced by the delay.” 


We think these cases state the rule 
correctly, and that the question as to 
whether the indorser was damaged by 
the delay in the presenting of the Beahm 
checks for payment was wholly imma- 
terial. 
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CHECKS HELD NOT PRESENTED IN REASON- 
ABLE TIME AND INDORSER THEREBY DIS- 
CHARGED. 


The question then, is whether plaintiff 
in error was guilty of such negligence or 
laches in the presentment of these checks 
tor payment to the bank on which they 
were drawn as to release the indorser 
Miller. The authorities all say that, in 
order to hold an indorser of a check, it 
must be presented by the indorsee in a 
reasonable time, and as to what is a 
reasonable time depends upon the facts 
and circumstances of each particular 
case. Now, it appears from the evidence 
in this record that the plaintiff in error 
was guilty of negligence at the time it 
received the Beahm checks in not inquir- 
ing of the Courtland bank as to whether 
they would be paid on presentation. It 
further appears that Courtland is only 
twenty-seven miles distant from Wy- 
more, plaintiff in error’s place of busi- 
ness; that the checks could have been 


mailed by the plaintiff in error to the 
Courtland bank on the same day they 
were received, and they would have 


reached the Courtland bank, at the 
furthest, on Monday, at 1o o'clock in 
the forenoon. The plaintiff in error 
could have mailed the checks on Mon- 
day, and they would have reached the 
Courtland bank on Tuesday, at 10 A. M. 
Instead of this, the plaintiff in error 
chose to mail these checks to St. Joseph, 
Mo., and they go around by way of 
Omaha, and then back to Courtland. It 
is also in evidence in this record, from 
the mouths of experienced bankers, that 
due diligence in the presentment of these 
Beahm checks to the Courtland bank, 
required that the plaintiffin error should 
send them by the first mail to the Court- 
land bank; and the evidence does not 
establish the contention of the plaintiff 
in error that these checks were presented 
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for collection to the Courtland bank 
under any custom of bankers; and, if it 
did, we do not think that bankers, by 
any custom, can evade their legal duties. 
We think, therefore, that the plaintiff in 
error did not use such diligence in the 
presentment of these Beahm checks for 
payment as to hold the indorser, Miller, 
thereon. In Smithv. Janes, 20 Wend. 
192, the supreme court of New York, 
say: 


“The holder of a check can recover against an in- 
dorser only when he has used due diligence in pre- 
senting it for payment.” (2) ‘* Where the parties all 
reside in the same place the check should be preserted 
on the day it is received, or on tt e following day; and, 
when payable in a different place from that in wh ch 
it is negotiated, it should be forwarded by mail on the 
same or on the next succeeding day for presentment., 

> 


See, also, Holmes v. Roe, 62 Mich. 199, 
28 N. W. Rep. 864. In Bank v. Brod- 
erick, 10 Wend, 304, the supreme court 
of New York say: 


“A check on a bank for the payment of moncy, to 
to cha' ge an indorser, must be presented with al! due 
dispatch and diligence consistent with the transaction 
of other commercial concerns, and it was accordingly 
held, where a check w’s received in Schenectady on 
the 14th of January, drawn on a bank in Albany. a 
distance of sixteen miles from the former place, and 
between which places there isa daily mail, and not 
presented until the 6th of February, that laches were 
imputable to the holder, and that the indorser was 
discharged.”’ (2.) “ Although it is said that checks are 
like inland bills of exchange, and are to be governed 
by the same principles, greater diligence is required 
in presenting them thau in presenting bills of ex- 
change.” 


This case was affirmed by the court 
for the correction of errors in 13 Wend. 
133. See, to the same effect, Coal Co. 
v. Bowman, 69 Iowa, 150, 28 N. W. Rep. 
496. We do not mean to lay down any 
rule by which the indorsee of a check 
must present the same for payment in 
any given time in order to hold the in- 
dorser. What we do decide, however, 
is, in this case, that the Beahm checks 
were not presented by the plaintiff in 
error within a reasonable time. In this 
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case, Tuesday, June 3d, would have 
been a reasonable time within which to 
present these checks. It must be borne 
in mind that ordinary checks are not de- 
signed for circulation, but furimmediate 
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presentment. Tied. Com. Paper, § 443, 
and cases there cited. The judgment 
of the district court is therefore in all 
things affirmed. The other commis- 
sioners concur. 


CIRCUITOUS COLLECTION ROUTES. 


This case is very important to bankers, show- 
ing that the courts are not disposed to acquiesce 
in or legalize their methods of transmitting 
paper for collection in a roundabout way, 
through correspondents, but will insist upon 
more direct transit, in order to fulfil the re- 
quirements of reasonable time, or diligence, 
in presentment or collection. In the case before 
the court, it will be observed, the deposit of 
checks was held a cash deposit, and the depos- 
itor stood in the relation of indorser. The cir- 
cuitous route of transmission adopted, from 
Wymore, Neb. via. St. Joseph, Mo. and Omaha, 
Neb. to the place of payment, Courtland, Neb., 
instead of to Courtland, Neb. direct, resulted in 
the holding that the checks were not presented 
in a reasonable time, and hence, the indor- 
ser was discharged. 


Had the checks been taken for collection, the 
relation between depositor and bank would then 
have been, principal and agent; and doubtless 
the ruling as to the method of transmission 
adopted would have been the same, i.e. that 
the checks had not been presented with reason- 
able diligence. But this important distinction 
will be noted between a deposit for cash and 
one for collection, in its effect upon the collect- 
ing bank: Inthe former case, the depositor- 
indorser, is absolutely discharged by the delay 
in presentment, and the bank’s recourse upon 
him totally lost. In the latter case, although 
the bank would be held negligent, it does not 
follow that the bank would sustain a total loss. 
The measure of damages which the holder is 
entitled to recover of the bank or collecting 
agent whohas been guilty of negligence, is the 
actual loss which has been suffered.” Bank of 
New Hanover v. Kenan, 76 N.C. 340. It will 
be readily seen that there are many situations 
where, although there has been negligence in 
forwarding, the amount could not have been 
collected in any event, so thatno damage would 
be caused to the depositor as a result of the 
bank’s negligence. In such case, were the de- 
positor a principal, the loss would be his, and 
not the bank’s; while in case he was an indorser 
merely, he would be absolutely discharged,and 
the loss would be the bank’s. This distinction, 
therefore, should be borne in mind, and ‘every 


bank should see to it that in the collection of 
out-of-town items, its undertaking is as col- 
lecction agent, in contradistinction from taking 
paper absolutely as cash, and permitting its de- 
positor to figure as indorser merely. 


But whether items are taken as cash, or for 
collection, the important lesson to be derived 
from the present case is that the courts will not 
sanction the circuitous check collection system so 
largely in vogue among banks who keep recip- 
rocal accounts with correspondents and send all 
paper to and through them, instead of direct. 
Upon the point of custom, the court says: ‘‘The 
evidence does not establish the contention of 
the plaintiff in error that these checks were pre- 
sented for collection to the Courtland bank 
under any custom of bankers; and if it did, 
we do not think that bankers, by any custom, 
can evade their legal duties.” 


So much for the main points of the decision. 
There is, in addition, certain language of the 
Nebraska court which, while probably only 
obiter, nevertheless, deserves notice. The court 
says: ‘‘ The checks could have been mailed by 
the plaintiff in error to the Courtland (drawee) 
bank, the same day they were received,” etc. 
In other words, implies that it would be proper 
for a bank to mail a collection item DIRECT TO 
THE DRAWEE. The cases upon this subject are 
collected in an article in the BANKING LAw 
JourNAL of July 15, 1893 at pages 6t and 62, 
and we there summarize them, as follows: ‘‘In 
the existing state of the decisions, then, the 
practice or custom of banks, wherever preva- 
lent, of direct transmission to the bank of pay- 
ment, is opposed to the law governing such 
transactions.” The Nebraska courts may in the 
future establish a contrary rule, but so far, the 
question has never been squarely presented in 
that state and any expression of opinion, 
not expressly deciding the point, must be re- 
garded as only obiter. 


Another point: The court in the present case 
after deciding that the checks were not present- 
ed in a reasonable time, goes further and states 
that ‘‘Tuesday, June 3, would have been a rea- 
sonable time within which to present these 
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checks.” At the same time, it states no rule or 
principle upon which this conclusion is based, 
and the decision therefore is peculiar in this 
respect, that it does not let the public know how 
the conclusion is arrived at. The court, how- 
ever, expressly states that it does not mean to 
lay down any rule by which the indorsee of a 
check must present the same for payment in 
any given time in order tc hold the indorser. 
All it declares is that checks deposited on Sat- 
urday, May 31st, upon a point 27 miles distant 
and presented Thursday, June 5, were not pre- 
sented in a reasonable time; but if presented 
Tuesday, June 3, it would have been within the 
reasonable time requirement 


Another matter to be noted is this remark of 
the court: ‘‘The plaintiff in error made no in- 
quiry of the Courtland bank as to whether the 
Beahm checks were good, nor did it notify the 
Courtland bank that it held such checks.” This 
is an implication that to escape being negligent, 
a bank must doone or both of these things. But 
this surely is not law. No bank in ordinary cases 
is required to make inquiry of the drawee of de- 
posited checks as totheir goodness, or notify 
the latter that it holds them, in order to fulfil its 
duty in the matter of their collection. At all 
events, we never heard of a decision so holding; 
and were the question of negligence to hinge 
upon either one of these points, we feel quite 
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sure the Nebraska supreme court would never 
hold that a bank, by omitting either to inquire 
or notify, was guilty of negligence. 


Upon the main question involved in this case, 
the illegality of a circuitous transmission to the 
place of payment, it is not proposed in these 
brief notes, to discuss the subject in the light of 
other decisions as to how fara bank may de- 
viate from a direct route, and yet comply with 
the law. The purpose here is merely to call at- 
tention to this Nevraska decision upon the sub- 
ject, as one of great importance. Incidentally, 
the line of cases holding that a collecting bank 
does its full duty to its principal when it trans- 
mits to a suitable or proper correspondent. may 
be referred to. The majority of such cases say 
nothing as tothe location of such correspondent; 
a few, however, add that itis the bank’s duty 
to transmit to a suitable correspondent ‘‘at the 
place of payment.” (Fabens v. Mercantile 
Bank, 23 Pick. [Mass.] 330; Bank v. Bank, 8 
Baxt. [Tenn.] ron; Stacy v. Bank, 12 Wis. 629.) 
The principal question involved in these cases 
is whether a collecting bank is liable for its 
correspondent's defaults, or only for due selec- 
tion (deciding the latter) but the language 
quoted shows the tendency of at least some of 
the courts to regard direct transmission to the 
place of payment (not to the payor, but toa 
third party) as a requisite to due diligence. 


REGISTERED PLEDGEE OF NATIONAL BANK STOCK NOT LIABLE 
AS STOCKHOLDER FOR DEBT. 


A decision by the Federal Court in California of importance to all who hold Shares of Stock in 
Insolvent National Banks, as Collateral Security. 


Pauly v. State Loan & Trust Co, U. S. Circuit Court, S. D California, June 12, 1893. 


A corporation which holds certain shares of stock 
in a national bank as collateral security fora loan, and 
is carried on the registry of the bank as the holder of 
such stock “as pledgee,”’ is not subject, on the bank’s 
insolvency, to the statutory liability of astockholder, 


At law. Action by Frederick N. 
Pauly, receiver of the California Na- 
tional Bank of San Diego, against the 
State Loan & Trust Company, a corpor- 
ation, to recover an assessment on cer- 
tain shares of the bank. Judgment for 
defendant. 


Ross, District Judge. The plaintiff, 
as receiver of aninsolvent national bank, 
brings this suit against the defendant 
bank to recover the amount of an as- 
sessment on 200 shares of the stock of 
the insolvent bank, originally taken by 
the detendant as collateral security for 
$12,500, with interest thereon, loaned 
by defendant to J. W. Collinsand S. G. 
Havermale, upon that security, and 
upon the promissory note of Havermale 
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indorsed by Collins. Atthe time of the 
loan Collins was president and Haver- 
male one of the directors of the Cali- 
fornia National Bank of San Diego, and 
each was the registered owner and holder 
of 100 shares of its stock. The bank 
was then carrying on its ordinary busi- 
ness, and, so far as known to the de- 
fendant and the public, was perfectly 
solvent. Upon the making of the loan, 
and for the purpose of securing its re 
payment with interest, Collins and Hav- 
ermale each indorsed in blank his certi- 
ficate for 100 shares of the stock in 
question to defendant, and thereupon, 
and upon the application of the defend- 
ant to the bank whose stock was thus 
represented and assigned, that bank 
took up the two certificates issued to 
Collins and Havermale, and in lieu of 
them issued tothe ‘*‘ State Loan & Trust 
Co. of Los Angeles, as pledgee,’’ two 
certificates for 100 shares each. 

The defendant thus stocd upon the 
registry of the national bank as the 
holder of 200 shares of its stock ‘‘as 
pledgee,” and so stood at the time the 
bank became insolvent. The indebted- 
ness to defendant for which the stock 
was given as security, though reduced 
in amount to $10,000, continued, and 
the question presented for decision is 
whether, under such circumstances, de- 
fendant is liable for an assessment upon 
the 200 shares of stock for the benefit of 
the creditors of the insolvent bank. The 
statute providing for the association of 
persons for carrying on the business of 
banking, provides, among other things 
as follows: 

“The capital stock of each association shall be di- 
vided into shares of one hundred dollars each, and be 
deemed personal property, and transferable on the 
books of the association in such manner as may be 
prescribed in the by-laws or articles of association. 
Every person becoming ashareholder by such trans- 


fer, shall, in proportion to his shares, succeed to all 
the rights and liabilities of the prior holder of such 


shares; and no change shall be made in the articles of 
association by which the rights, remedies or security 
of the existing creditors of the association shall be im- 
paired.” Rev. St. § 5139. 


By section 5151 of the Revised Stat- 
utes it is declared: 


“The shareholders of every national banking as- 
sociation shall be held individually responsible, 
equally and ratably. and not one for another, for all 
contracts, debts, and engagements of such association 
to the extent of the amount of their stock therein, at 
the par value thereof, in addition to the amount in- 
vested in such shares.” 


—With certain exceptions not applicable 
to the present case. 
Section 5152 is as follows: 


“Persons holding stock as executors, administra- 
tors, guardians, or trustees, shall not be personally 
subject to.any liabilities as stockholders; but the es- 
tates and funds in their hands shall be liable in like 
manner and tothe same extent as the testator, intes- 
tate, ward, or person interested in such-trust funds 
would be if \iving, and competent to act and hold the 
stock in his own name.” 


The precise question involved was not 
preserted in any of the numerous cases 
that have been cited by counsel. But, 
in my opinion, the doctrine in the case 
of Anderson v. Warehouse Co., 111 U.S. 
479, 4 Sup. Ct. Rep. 525, carried to its 
logical conclusion, exempts the defend- 
ant from the liability with which it. is 
sought to be charged. In that case the 
supreme court, while declaring it to be 
well settled that one who allows himsclf 
to appear on the books of a national 
bank as an owner of its stock, is liable 
to the creditors as a _ shareholder, 
whether he be the absolute owner or 
pledgee only, and that, if a_ regis- 
tered owner, acting in bad faith, 
transfers his stock in a failing bank to 
an irresponsible person, for the purpose 
of escaping liability, or if his transfer is 
colorable only, the transaction is void as 
to creditors, and that it is also true that 
the beneficial owner uf stock registered 
in the name of an irresponsible person 
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may, 
liable to creditors as the real share- 
holder, said it knew of nocase that held 
that a mere pledgee of stock is charge- 
able where he is not registered as 
owner. 


under some circumstances, be 


In that case the Philadelphia Ware- 
house Company had loaned money on 
certain shares of stock in the First Na- 
tional Bank of Allentown, which after- 
wards became insolvent. One William 
Kern, who was a member of the firm of 
W. H. Blumer & Co., and to which firm 
the loan was made, was the registered 
holder of 490 shares of the stock of the 
bank, and as security for the loan he 
caused 450 shares standing in his own 
name on the books of the bank to be 
transferred, and a certificate to be issued 
therefor in the name of T. Charlton 
Henry, president,—Henry being presi- 
dent of the warehouse company. As 
soon as that fact became known to the 
directors and members of the executive 
committee of the company, they deemed 
it inadvisable to have the stock stand in 
the name of the president, and accord- 
ingly the certificate was thereupon trans- 
ferred, under the seal of the company, 
and.the signatures of its president and 
secretary, to Denis McCloskey, an irre- 
sponsible person and a porter in its em. 
ploy. With this assignment the certifi- 
cate was presented by the company to 
the bank, with the request for the issu- 
ance of a new certificate in the place of 
it in the name of McCloskey, and accor- 
dingly the stock was transferred to 
McCloskey on the books of the bank, 
and a new certificate issued in his name 
and delivered to the warehouse com- 
pany. McCloskey never had possession 
of the certificate, and at the request of 
the company he executed in blank an ir- 
revocable power of attorney for the sale 
and transfer of the stock. He subse- 
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quently died, and after his death the 
stock was transferred on the books of the 
bank, at the request of the company, to 
another one of its employees, who was 
also an irresponsible person, and who 
indorsed thereon an irrevocable power 
of attorney for its transfer, and in whose 
name it stood at the time of the failure 
of the bank. All of this was done with 
the avowed purpose on the part of the 
company to avoid incurring liability as 
a shareholder of the bank. The circum- 
stances of the case were such as to sat- 
isfy the court that the company acted 
throughout the transaction in good faith, 
and without any fraudulent intent. 

Such being the facts, the court de- 
clared the law to be that the warehouse 
company never was the owner of the 
stock; that its transfer was only by way 
of pledge, and that the company was 
bound to return it whenever the debt 
for which it was held should be paid; 
that there was never a time, from the 
date of the original transfer by Kern on 
the books until the failure of the bank, 
that it was or pretended to be anything 
else than a mere pledgee. 


‘* Those who examined the list of sharehold- 
ers,” said the court, ‘‘ would have found the 
name of McCloskey or of Ferris as the regis- 
tered holder of 450 shares. There was nothing 
on the books of the bank to connect them, or 
either of them, with the warehouse company, 
and therefore nocredit could have been given 
on account of the apparent liability of the com- 
pany as a shareholder. It inquiries had been 
made, and all the facts ascertained, it would 
have been found that either Kern or Blumer & 
Co. were always the real owners of the stock, 
and that it had been placed in the name of the 
persons who appeared on the registry, not to 
shield any owner from liability, but to protect 
the title of the companyas pledgee. Blumer & Co. 
and the bank were fully advised who McCloskey 
was, and of his probable responsibility, when 
they allowed the transfer to be made to him, 
and they undoubtedly knew who Ferris was 
when the stock was put in his name, after Mc- 
Closkey’s death. The avowed purpose of both 


transfers was to give the company the control of 
the stock for the purposes of its security, with- 
out making it liable as a registered shareholder. 





. 





LEGAL DECISIONS. 


To our minds there was neither fraud nor ille- 
gality in this. The company perfected its se- 
curity as pledgee, without making itself liable 
as an apparent owner. Kern or Blumer & Co. 
still remained the owners of the stock, though 
registered in the name of others, and pledged as 
collateral security for their debt. They consent- 
ed to the transfer, not to escape the liability as 
shareholders, but to save the company from a 
liability it was unwilling to assume, and at the 
same time to perfect the security it required for 
the credit to be given. As between Blumer & 
Co, and the warehouse company, Biumer & Co. 
or Kern were the owners of the stock, and the 
company the pledgee. As between the company 
and the bank or its creditors, the company was 
a pledgee of the stock, and liable only as such. 
The creditors were putin no worse position by 
the transfers that were made than they would 
have been if the stock had remained in the 
name of Kern or Blumer & Co., who were always 
the real owners To our minds, the fact that the 
stock stood registered in the name of Henry, 
president, from December 27 to January Io, is, 
under the circumstances of this case, of no im- 
portance. The warehouse company promptly 
declined to allow itself to stand as a registered 
shareholder, because it was unwilling to incur 
the liability such a registry would impose. It 
asked that the transfer might be made to Mc- 
Closkey. To this the owners of the stock and 
the bank assented, and from that time the case 
stood precisely as it would if the transfer had 
originally been made to McCloskey instead of 
Henry, president, or if Henry had retransferred 
to Kern or Blumer & Co., and they had, at the 
request of the company, made another transfer 
to McCloskey.” 


It seems to me there was stronger 
ground for holding the warehouse com- 
pany liable in the case from which the 
quotation has been made than there is 
for holding the defendant in the present 


case liable. Here it is not pretended 
that there was any fraudulent conduct 
on the part of the defendant. There 
that claim was made, and it constituted 
the ground of the dissenting opinion 


NATIONAL BANK STOCK 
in the above decision, we have an important 
deciaration of the ‘law, : to the effect that a 
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of two of the justices of the court. 
If the holding of the stock as 
pledgee rendered the warehouse com- 
pany liable under the statute, it could 
not have relieved itself of that liability 
by causing the stock to be placed upon 
the books of the bank, and a certificate 
therefor to be issued in the name of one 
of its irresponsible employes; for the 
same case declares it to be well settled 
that a liability incurred cannot be so 
avoided. The warehouse company was 
without any liability, because, being 
pledgee only, it was not the real owner 
of the stock, and it was not liable as the 
apparent owner because it did not ap- 
pear upon the records of the bank as 
such apparent owner; and hence no one 
could have been misled by its acts. 

Applying this reasoning tothe case at 
bar, the defendant bank must be held 
not liable. If, as held in Amnderson v. 
Warehouse Co.,a pledgee is not liable 
because not the real owner of the stock, 
it is manifest that the record of the truth 
upon the books and certificate of the 
bank that the stock is held in pledge 
cannot render such pledgee liable. Any 
and every person dealing with the bank 
is thereby apprised that the pledgee only 
holds the stock as security for some debt 
or obligation, and that the real owner 
of it is the pledgeor, to whom he must 
look for statutory liability. 

It results that there must be judgment 
for the defendant, and it is so ordered. 


® 


AS COLLATERAL SECURITY. 


lender, who holds national bank stock as col- | 


lateral security, which has been transferred to 
him on the books of the bank, and who is 
Stated on the corporate books to hold ‘the ‘stock 
“as pledgee” is not liable as an ordinary stock- 


holder, upon the failure of the bank, and 
cannot be made ww pay any assessment upvn the 
shares ordered by the comptroller of the cur- 
rency and sought to be collected by the receiver. 
The question is of more than ordinary interest 
at this time, in view of the unusual number of 
national banks that have failed, and the proba- 
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vility that alarge number of lenders upon na- 
tional bank stock are registered on the books as 
pledgees. 


The nearest previous decision to the point 
now decided was made by the federal court in 
Iowa, in Welles v. Larrabee, 36 Fed. Rep. 866. 
In that case, the national bank stock held as 
collateral, had not been transferred to the 
pledgee upon the books The decision was to 
this effect: A pledgee of stock in a national 
bank, who holds the same solely as collateral se- 
curity for a debt due it from the real owner of the 
stcck, cannot be held liable for the assessments 
thereon, when the name of the pledgee as 
owner or holder of the shares has never ap- 
peared upon the books of the bank, or even 
upon the certificates of stock. 


Heretofore, the assumption has been that 
while the non-registered pledgee of corporate 
stock is not liable as a stockholder tor debts, it 
is different with the registered pledgee, who is 
liable as owner The principle is thus stated in 
Henkle v. Salem Mfg. Co., 39 Ohio St. 552. 
‘The general rule, independent of statutory 
provision, is that the liability to pay calls and 
to respond, in the event of insolvency, to cred- 
itors, attaches to the holder of the legal title 
only. The courts will not (save in exceptional 
cases) look beyond the registered shareholder; 
and it matters not whether such’ registered 
shareholder be a mere trustee for another, or a 
piedgee holding the stock as collateral security. 
He is liable as a stockholder and must look to 
his CESTUI QUE TRUST, or pledgeor, for such in- 
demnity or reimbursement, as he may be enti- 
tled to.” (Citing cases and text-writers.) 


But so far as national bank stock is concerned 
the national statute exempts from liability, those 
holding stock as executors, administrators, 
guardians or trustees, and now by the decision 
above published, if it is to stand as law in the 
federal courts, whatever may be the case with 
stock of corporations generally, the holder of 
national bank stock, registered AS PLEDGEE, is 
equally exempt. 


Speaking generally of corporate stock taken 
as security for money loaned, the necessity of 
registry arises in many states in order to pro- 
tect, or perfect, the security. By the statutes 
of a number :f states, a pledgee of corporate 
stock takes no title as against creditors of the 
pledgeor, unless the’stock is transferred on the 
books. If the lender holds the shares, without 
obtaining transfer, he risks lgss of his security, 
should a creditor of the record owner attach at 
headquarters. On the other hand, if the lender 
takes book transfer, he may incur risk of lia- 
bility as stockholder for debts of the corporation, 
in case it becomes insolvent. To obviate this, 
the statutes in some of the states exempt the 
registered pledgee from liability as owner. The 
subject of stock security has been a troublesome 
one in many states by reascn of the dilemma in 
which a lender upon stock collateral may be 
placed; as unregistered pledgee, risking loss of se- 
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curity to an attaching or execution creditor of 
the pledgeor; as registered holder, risking lia- 
bility for the corporate debts. In New York 
and other leading commercial states, book 
transfer is not necessary to perfect the lender's 
title. In Wisconsin a statute was recently 
passed to obviate the difficulty in that state (sec 
BANKING L, J. June 1, 1891, page 347) enabling 
stock to be loaned on and taken as collateral, 
without registry; the unrecorded transfer pass- 
ing title a> against all parties; but so far as the 
corporation itself is concerned, the transfer not 
to affect its right to pass any dividend or to 
treat the holder of record, as holder in fact. 


In an address before the lowa Bankers’ Asso- 
ciation, delivered in 1890 by Mr Charl s B. 
Keeler of the lowa bar, the speaker, addressing 
himself to the problem: How can the creditor 
avail himself ot national bank and other corpor- 
ate stock security, and yet escape responsibility 
as a stockholder? referred tothe U. S. supreme 
court decision in Anderson v. Warehouse Co. 
(cited in case now published) as pointing out a 
way by which the creditor. under the law of 
Iowa, could obtain book transfer, and thus se- 
curity, as against attaching creditors, and yet 
escape liability as a stockholder for debts. He 
said: 

‘In the present state cf the law 1n Iowa, the only 
safe course for banks loaning money upon the security 
of corporate stocks ascellateral, is to have the new 
certificates issued in the name of trustees and so 
carried upon tne books of the corporation, taking 
from the trustee an irrevocable power of attorney to 
transfer the stock, upon demand, and in the mean- 
time retaining possession of the certificates them- 
selves. But in such case both the bark and the 
trustee should refrain trom exercising the ordinary 
rights as shareholders, as voting the stock. drawing 
dividends, etc The practical objection to such trus- 
teeship is that,in the absence ot statute, it involves 
the trustee in the very liability from which the cred- 
itor seeks to escape. * * * It results that such 
trustee from necessity, is generally an irrespon-ible 
person, to whom the question of liability in any form 
or amount, 1s wholly immaterial. The need of sucha 
‘dummy’ can hardly be satisfactory in legitimate 
busine-s. The whole question should be regulated by 
Statute.” 


Iowa bankers will now note that, so far as 
national bank stock is concerned, in case they 
desire to record the transfer, there will hereafter 
be no need of such a dummy transferee, pro- 
viding the decision now published is to be up- 
held as the correct rule. A transfer to the lend- 
ing bank on the books, ‘‘as pledgee,” will 
answer the purpose. 


But since the decision of Doty v. the First 
National Bank of Larimore, by the supreme 
court of North Dakota, in August 1892 (reported 
in the BANKING Law JouRNAL of November 15, 
1892) it would seem that itis not necessary to 
obtain a transfer of national bank stock on the 
books at all, in order to perfect the security as 
against creditors. That decision, in brief, is 
that under the national bank act, a registry 0' 
the transfer is not necessary, but that the trans- 
feree obtains a good title as against creditors, 
by the common law transfer; and that legisla- 
tion, in any state, requiring transfer of corpor- 
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ate stock on the books, in order to be valid, does 
not apply to national bank stock. 


Notice of Protest. 


To Whom Given in Case of Indorser’s Death. Notice 
by Agent. 


Drexler v. McGlynn, supreme court of California, 
July 25, 1893. 


1. An executor named ina will, though 
not yet approved by the court, is a per- 
sonal representative, within the mean- 
ing of Civil Code, §3145, providing 
that notice of protest of a note may be 
given, in case of the death of a person 
otherwise entitled to notice, to one of 
his personal representatives. 

2. Notice of protest of a note may be 
be given by an agent of the owner, in 
the agent’s name, 

3. The fact that notice of protest of a 
note was sent to the executors of a de- 


ceased party to a note, addressed as 
‘*‘ administrators,” is immaterial, so long 
as they received it. 


Note Dated on Sunday. 


Banks should be careful about discou: ting notes 
dated on Sunday, as the presumption is against the 
validity of such p-+per. and they may experience 
‘much trouble and difficulty in 1ecovering, as illus- 
trated by the following case. 


Hauerwas v. Goodloe, supreme court of Alabama, 
June 15, 1893. 


Action by J. C. Goodloe, as receiver 
of the Florence National Bank, against 
J. A, H. Hauerwas, Louis Levin, and 
Osworth Breuss, on a promissory note. 
The bank had judgment, which was re- 
versed on appeal. Following is a state- 
ment of the facts: 

Defendants pleaded as a defense that 
the note sued on was made on Sunday, 
on which plea the bank joined issue. 


263 


The bank introduced the note in evi- 
dence, and, in connection therewith, a 
a book regularly used in its business, 
known as the ‘‘discount ledger,” in 
which the number, name of maker, date, 
amount and maturity of all the notes 
disconnted by the bank were entered. 
This book showed that the note in suit 
was a renewal of a nute which matured 
on March 15, 1891, (Sunday), and was 
renewed on March 27, 1891. 

S. L Tice testified that he was in the 
employ of the bank at the time the note 
was renewed; that the book was cor- 
rectly kept; and that it was the custom 
of the bank in renewing notes, if the 
renewai was not made on the same day 
the old note matured, to date the new 
note back to the date of maturity of the 
old note. The defendants objected to 
the introduction in evidence of the dis- 
count ledger, on the ground that it 
failed to show any connection between 
the note in suit and said book. The 
trial court overruled this objection. 

It was further proved that the body 
of the note was inthe handwriting of 
Mr. Tice, who was the cashier of the 
bank, and that on March 15, 1891, Tice 
was not in the employ of the bank, and 
did not come to the bank until the 19th 
of March, and that the note in suit was 
not made until March 27, 1891. The 
defendants introduced no testimony, 
and, after the introduction of all the 
testimony of the plaintiff, they asked 
the following written charges, and sep- 
arately excepted to the court's retusal 
to give each of them as asked: (1) ‘‘ If 
the jury believe the evidence. they must 
find for the defendants.” (2) ‘‘If the 
jury believe that the note sued on was 
made on Sunday, then they must find 
for the defendants.” (3) ‘‘ If the plain- 
tiff has failed to prove to you that the 
note in suit was not delivered on the day 
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it bears date, then your verdict must be 
for the defendants.” (4) ‘Unless you 
believe from the testimony that the note 
in suit was made and delivered to plain- 
_ tiff on the 17th day of March, 1891, then 
your verdict must be for the defend- 
ants,” 

Judgment was given for plaintiff. 
Foliowing is the opinion of the supreme 
court reversing this judgment, and re- 
manding the case for a new trial: » 


Stone, C. J. The note sued on is 
copied in the bill of exceptions. Itis 
dated March 15, 1891, which was a 
Sunday. The presumption is that it 
bears its true date. and the burden of 
overcoming that presumption rests on 
him who asserts the contrary. Inother 
words, it was on the plaintiff to prove 
that it was executed on a day which was 
not Sunday. Dodson v. Harris, 10 Ala. 
566; Aldridge v. Bank, 17 Ala. 45; Burns 
v. Afoore, 76 Ala. 339. If executed on 
Sunday, it could not be the subject of a 
recovery. Asa general rule, witnesses 
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can only testify to facts within their 
knowledge. They cannot testify to their 
belief that a fact exists. This rule has 
exceptions, but there was no question 
in this case which brought it within any 
of the exceptions. There was no error 
in receiving testimony that the body of 
the note sued on was in Tice’s hand- 
writing, and that he (Tice) did not be- 
come an employe of the bank until after 
March 15, 1891, This tended to prove 
the note did not bear its true date 
There was no authority for introducing 
the bank book in evidence. All con- 
tracts hostile to, or violative of, the 
constitution or laws, or offensive to the 
public policy of the United States, are 
invalid, and a recovery cannot be had 
upon them. 3 Brick. Dig. p. 145, § 61. 
There were several errors committed in 
the trial of this case. We need not 
specify them. The principles declared 
above will be a sufficient guide for an- 
other trial. 


Reversed and remanded. 





Publication by Banks in California of Assets and Liabilities. 


Sufficiency of Statement as a Compliance With Statute. 


Bank of British North America v, Madison, Supreme Conrt of California, July 25, 1893. 


A statute of California enacted April 
1, 1876, provides that banking corpora- 
tions shall publish in January and July 
of every year, statements of their finan- 
cial condition. The penalties named in 
the statute are the liability of the officers 
for making a false statement, and the 
prohibition of the corporation from 
maintaining any action in the courts of 


the state “until they shall have first duly 
filed the statements herein provided for, 
and in all other respects complied with 
the provisions of this law.” 

In an action by the Bank of British 
North America, a foreign corporation 
doing business in California, to recover 


. upon bills of exchange, the defense was 


that the bank had not sufficiently con- 
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formed to the requirements of the stat- 
ute. The points decided by the court 
are as f llows: 

1. Though St. 1876, p. 729, provides 
that banking corporations shall publish 
in January and July of every year state- 
ments of their financial condition, yet, 
in view of the fact that the only penalty 
provided for failure to so publish is that 
no corporation can maintain an action 
‘until’ such statement has been pub- 
lished, a publication of a statement be- 
fore the time named in the statute for 
the publication of the next statement is 
sufficient. 

2. Though the statute provides for 
the publication of two statements,—one 
of the capital stock, and the other of the 
assets and liabilities, of the corporation, 
—the publication of the two statements 
as one document is sufficient, where the 
amount of the capital stock, and the ac. 
tual condition and va'ue of the assets 
and liabilities, are set out in the docu- 
ment. 

3. Under a provision of the statute 
that the statement of a foreign corpora- 
tion shall be verified by the agent or 
manager of such corporation residing in 
the state, a verification of the statement 
of a foreign corporation by its resident 
agent, that it was true to the best of his 
knowledge and belief, is not open to the 
objection that it was not made upon ac- 
tual knowledge. 

4. Under a provision of the statute 
that the published statement shall con- 
tain ‘‘the actual condition and value of 
the assets” of the corporation, a state- 
ment showing the aniount of cash on 
hand and at bankers, 
cash at call and short notice, the amount 
of investments, the amount of bills re- 
ceivable and other securities, and the 
value of the corporation’s premises, is 
sufficient. 


the amount of 
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5. Under a provision that the pub- 
lished statement shall contain ‘‘the ac- 
tual condition and value of the liabili- 
ties” of the corporation, a statement 
showing the amount of capital, the 
amount of reserve fund, the amount 
due depositors, the amount of circula- 
tion, the amount of bills payable and 
other liabilities, the amount of rebate, 
and the amount of undivided net pro- 
fits, is sufficient. 

6. Under a provision that the pub- 
lished statement shall set forth ‘‘where”’ 
the assets are situated,-a statement re- 
citing that part of the assets are in Lon- 
don, England, part in San Francisco, 
part in New York City, and part in 
Canada, without giving the amount of 
assets at the places named, is insuffi- 
cient. 

The court’s discussion of point 5, the 
only one wherein the statement is held 
insufficient, 1s as follows: 

‘*The statute requires that the state- 
ment shall also show where the assets 
are situated. The manifest object of 
this provision is to furnish information 
to the public within this state, and par 
ticularly to those in the locality where 
the corporation has its place of business, 
of the security which is afforded to those 
whom the corporation invites to deal 
with it as a banking institution; and for 
this purpose it is essential to know 
where its assets may be found, as well 
as their condition and value, in order 
that those wishing to deal wita it may 
determine whether they are available 
for the purpose of meeting its liabilities 
within this state. A banking corpora- 
tion doing business in California, whose 
assets are chiefly in a remote part of the 
world, would not offer as great an in- 
ducement for patronage as if its assets 
were within the state; and, although 
such fact does not prevent it from doing 
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business here, it has been determined by 
the legislature that, for the protection 
and guidance of those who may deal 
with it, the public shall be informed 
where the assets of the corporation are 
situated. The declaration in the state- 
ment of the plaintiff herein is that its 
assets ‘fare situated partly in the city of 
London, England; partly in the city 
and county of San Francisco, California; 
partly in the city of New York, New 
York, and partly at the other places in 
Canada mentioned in the affidavit here 
to, where the said bank has agencies.” 
And in the affidavit it is stated “that 
the places in Canada at which the said 
bank has agencies, and at each of which 
a certain portion of its assets are situa- 
ted, are as follows, to wit: London, 
Brantford, Paris, Hamilton, Toronto, 
Brandon, Man.; Kingston, Ottawa, 
Montreal, Quebec, St. John's, N. B.; 
Fredericton, N. B.; Halifax, N. S.; 
Victoria, B. C.; Vancouver, B. C.; Win- 
nipeg, Man.” This statement fails to 
comply with this provision of the stat- 
ute, by reason of the omission to state 
the amount of the assets which are 
situated at each the designated 
places. 

A statement giving the amount of the 
assets, and that they are situated in 
‘‘Great Britain” or ‘*California,” 
not be a compliance with the statute, 
nor would the designation of six or more 
of the principal cities in both or either 
of these countries as the places where 
they are situated be the statement which 
the law requires, if the amount of the 
assets in each of the designated places 
is not also given. The requirement of 
the statute that the statement shall show 
where the assets are situated means that 
it shall not only point out and designate 
with approximate particularity the place 


of 


would 
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in which they are situated, but also that, 
if they are situated in more than one 
plice, the amount of the assets in each 
of the several places shall be given. A 
statement which does not show what 
proportion of the assets are situated 
within the state of California does not 
afford the information which it is in- 
tended to give, and the citizen of this 
state who deals with the bank is not in- 
formed whether he has any security in 
such dealing. The state has indicated 
as its policy that corporations that en- 
gage in banking, whether foreign or 
domestic, shall at stated intervals pub- 
lish to the world, for the protection of 
those who may desire to deal with them, 
certain information concerning their as- 
sets and liabilities, and it is incumbent 
upon every corporation that would en- 
gage in such business to make a sub- 
stantial compliance therewith. The fact 
that the plaintiff is a foreign corpora- 
tion, and that it is for that reason more 
difficult to comply with the statute, does 
not exempt it from this wbligation, for 
the constitution, art 12, § 15, declares 
that ‘no corporation organized outside 
the limits of this state shall be allowed 
to prosecute business within this state 
on more favorable conditions than are 
prescribed by law to similar corpora- 
tions organized under the laws of this 
state.’ This requirement of the statute 
is not unreasonable, nor is it one with 
which a compliance is impracticable or 
even difficult. 


It is quite as easy for 
the plaintiff to specify the amount of its 
assets in each place in which it does 
business, as it is to aggregate them for 
the purpose of giving their condition 


and'value. It may involve a little more 
labor, but that results from the magni- 
tude of its business, rather than from 
its nature.” 





ABSTRACLS OF CASES 


Liability of Bank for Negligence in Col- 
lecting Note. 


The measure of damages recoverable from the bank. 


West v. St. Panl National Bank, Supreme Court of 
Minnesota, August 22, 1893. 


Action by Sarah E. West against the 
S'. Paul National Bank to recover dam- 
ages for negligence of the bank in fail- 
ing to take the proper steps to charge 
an indorser upon a note owned. by the 
plaintiff and deposited in the bank for 
collection. 

The plaintiff was the holder of a prom- 
issory note for $1,150, executed by one 
Onken to one McMenemy, and by the 
latter sold and indorsed to the plaintiff 
before maturity. It was secured by a 
mortgage of real estate. Long before 
the maturity of the note the plaintiff de- 
livered it to the defendant bank for col- 
lection. When the note matured, in 
August, 1891, the bank did not protest 
for nonpayment; and for want of notice 
the indorser, who was solvent, was dis- 
charged. In June, 1892, the plaintiff 
foreclosed her mortgage by advertise- 
ment, she being the purchaser at the 
sale for $870. This action was com- 
menced in November, 1892, to recover 
the difference between the amount for 
which the plaintiff bid off the property 
—less the expenses of the foreclosure— 
and the amount of the note, the action 
being founded upon the neglect of the 
bank to take the necessary steps to 
charge the indorser. 
the courtis as follows: 

1. A bank receiving an indorsed note 
before maturity for collection is required 
to take the proper steps to fix the liabil- 
ity of the indorser. 

2. In an action by the owner of the 
note for neglect of that duty, resulting 
in the discharge of the indorser, the 
question of the solvency of the makeris 
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267 


material as affecting the measure of dam- 
ages. 

3. Insolvency may be shown prima 
facie by proof of general reputation. 
Proof of insolvency within a reasonable 
time after the maturity of the note held 
admissible. 

4. The fact that lands mortgaged by 
the maker to the plaintiff to secure the 
note were of a value in excess of the sum 
for which she bid off the same at a fore- 
closure sale he/d not available in mitiga- 
tion for damages. 

Judgment for 
claimed, 


plaintiff for amount 


Collection by Insolvent Bank. 


Owner held a general creditor only, and not entitled 
to full payment. 


Anheuser-Busch Brewing Ass'n v. Clayton, U. S. Cir- 
cuit Court of Appeals, Fifth Circuit, May 22, 1893. 


The Anheuser-Busch Brewing Asso- 
ciation of St. Louis, Mo., on March 20, 
1891, drew for the sum of $793 80, with 
exchange, on P. H. Morris at Eufaula, 
Ala., and sent the draft to the McNab 
bank ‘‘for collection and returns.”” On 
March 26, 1891, Morris paid the draft 
with his check on the McNab bank, 
having $3,000 on deposit at that time, 
and the bank having as much.as $10,000 
cash of its own, in the vaults. On the 
same day, the McNab bank forwarded 
to the Anheuser Co. its exchange drawn 
on the Hanover National Bank, New 
York, which forwarded by that com- 
pany, was protested for non-payment in 
New York, the McNab bank having as- 
signed between the date it forwarded 
the draft to St. Louis, and the date of 
its presentation in New York. The 
McNab bank was insolvent at the time 
of this transaction, but was engaged in 
business as a ‘‘going concern” down to 
March 30, 1891, when it assigned. 
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While the McNab bank was largely in- 
debted to the Hanover National of New 
York, it had a line of credit with it, and 
all of the McNab bank’s drafts upon the 
Hanover were honored down to and in- 
cluding the date of the latter’s suspen- 
sion. Among the assets delivered to the 
receiver of the McNab bank was a sum 
in cash of $9,200. 

The Anheuser Co. seeking ful pay- 
ment of the c.llection proceeds as a 
trust fund, and also upon another 
ground of preference, the court de- 
cides: 

t. The relation between the Anheuser 
Co, and the McNab Bank as to the draft 
on Morris sent by the former to the lat- 
ter for collection was that of principal 
and agent; but, in order to enforce a 
trust in favor of the company as to any 
money collected on said draft, it must 
be specifically traceable into the hands 
of the receiver. Commercial Nat. Bank 
v. Armstrong, 39 Fed. Rep. 684; same 
case in supreme court of the United 
States (Oct. term, 1892;) 13 Sup. Ct. 
Rep. 533. Accepting Morris’ check in 
payment of his debt to the company, 
and charging the amount of it on Mor- 
ris’ account by the bank, was but a 
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shifting of its liability, whereby it be- 
came the company’s debtor, and as- 
sumed the obligation to pay to it the 
amount of the check, less exchange 
There is nothing to indicate that this 
amount was separated and kept un- 
mingled with the bank’s own money; 
but, on the contrary, it is conceded that 
it is undistinguishable from the mass ot 
the bank’s own money, and cannot be 
traced to and identified in the hancs ot 
the receiver. This being so, appellant 
has ao better equity than the other cred- 
itors of the bank, and is entitled to no 
priority over them. It can only come 
in as a general creditor, unless it was a 
depositor in contemplation of article 14, 
§ 17, of the constitution of the state ot 
Alabama, which provides that ‘‘depos- 
itors who have not stipulated for inter- 
est shall for such deposits be entitled, 
in case of insolvency, to preference ot 
payment over all other creditors,” 

2. Further held that the transaction 
between the Anheuser Company and the 
McNab bank did not make the latter a 
general depositor within the meaning of 
art. 14, § 17, constitution of Alabama, 
and no preference in payment can be 
claimed on this ground. 


THE CURRENCY OF THE FUTURE, 


N view of the fact that existing conditions necessitate a readjustment by congress of the entire 
currency policy of the United States and the establishment of a system of currency adapted to, 


and adequate for, the varied interests and needs of the people in all sections of the country, a 
pertinent topic for present consideration, in advance of action by the national legislature, is the 
currency of the future. The questions requiring solution involve, broadly, both specie and paper 
circulation, the character of any future banking system, and the basis of security or safety ot bank 
note issues. 

The class amongst which this Journal circulates is the one that, from the nature of business 
conducted and the experience acquired from daily use of, and supplying the demand for, all sorts 
of currency, is the most eminently fitted to express correct judgment upon this question. The 
BANKING LAW JOURNAL therefore invites articles of suitable length, in aid of the solution of the 
problem. The intention of the publishers is that the contributed articles shall outline plans for a 
permanent and lasting currency policy as distinguished from mere suggestions for temporary relief 
from existing unwise currency legislation. All interested readers of the Journal are earnestly re- 
quested to contribute their individual views upon this important subject either under, or without 
publicity of, the name of the writer. 
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SILVER IN OUR CURRENCY. 


An Address by Henry W. Yates, President of the Nebraska National Bank, before the Iowa Bankers’ 
Convention, May 24, 1893. 


in undertaking to speak to you upon the sil- 
ver question, I am aware that I run the risk of 
having selected a subject upon which so much 
has been written and spoken that many of you 
may well believe that nothing more of interest or 
pertinency remains to be told about it More 
especially may this be the case in a convention 
of bankers, many of whom have devoted much 
time and thought to the discussion, and have 
settled convictions which cannot be easily 
changed—if the arguments advanced are op- 
posed to these convictions—and if in agreement 
therewith naturally consider the time and labor 
wasted. I believe, however, that there are 
some features in the case which have not been 
presented or as definitely considered as they 
should be, and the influence upon our currency 
which silver now possesses, and the position it 
may hereafter maintain in our currency system, 
is undoubtedly the most anxious and important 
question now agitating the public mind. It 
should, I think, be constantly discussed among 
ourselves, with the hope thata sound and united 
opinion may be obtained among those who 
should be the best qualified to influence public 
opinion upon the subject. 


CHANGE OF OPINION ADMISSIBLE, 


And yet it is a subject upon which radical 
changes of opinion are justifiable, and are con- 
stantly occurring in individual cases and with 
large bodies of men. The recent secretary of 
treasury, Hon. Charles H. Foster, who displayed 
in that position such excellent management and 
sound views, in one of his public addresses re- 
fers to his first silver speech when in congress. 
He searched the libraries, exhausted all the 
means for information at his command, and 
was prepared to defend his opinions against the 
world. By the time, however, an opportunity 
was presented for its delivery, he concluded to 
sitetrack that speech and congratulated himself 
ever afterwards that his political adversaries 
never possessed the use of this weapon against 
the position he subsequently maintained. One 
thing is surely certain—all intelligent and close 
consideration must result in a single conclusion 
upon the main subject, however much minor 
differences may exist. Serious consequences 
may follow disagreements among bankers upon 
this subject. A prominent New York bank 
president is, I believe, practically responsiole 
for the silver act of 1890. This gentleman fora 
number of years pressed his peculiar views upon 
every occasion—at conventions, by pamphlets, 
in the newspapers; and everywhere a hearing 
could be obtained. He firmly believed that an 


increased purchase of silver by the United 
States would raise the value of silver to that of 
gold at the present standard, and he figured out 
the exact amount required. In all his great 
city no other bank president or financier of any 
standing could be found to agree with him. 
But his views were accepted by congress in 
preference to those of the then secretary, Win- 
dom, and of almust all other bankers, and hence 
the act of congress known as the ‘' Sherman 
Bill,” but which Mr. Sherman at no time fa- 
vored. 


SILVER ACTS THE CAUSE OF GOLD WITHDRAWALS, 


We are to-day confronted with a condition 
which cannot be disputed Capital in the form 
of gold is being withdrawn from our financial 
world. The gold movement is merely an ex- 
pression of the condition. The matter of gold 
exports is not of itself an alarming occurrence 
—on the contrary, it may well be deemed an 
evidence of prosperity when the gold is given 
in exchange for commodities of more value 
than money, and in the ordinary course of com- 
merce, it should at times be expected—whether 
a gain or loss—but if the Withdrawal is capital, 
alarmed by doubts of our solvency or distrust of 
our methods, an entirely different question is 
presented, and one which must excite the 
closest scrutiny and attention, for no one can 
forecast the limits of sucha movement. It may 
properly be compared toa runona bank. Iam 
convinced, as I think most of you must also be, 
that our silver coinage and bullion acts consti- 
tute the basis for this gold movement. It has 
doubtless been assisted by certain existing con- 
ditions in financial matters abroad, but there 
can, I think, be no disputing the fact that our 
silver legislati n is the moving cause. We have 
some figures, which supply, perhaps, more cer- 
tain proof than can be expressed in words. The 
Sherman act became a law in 1890. The crop 
of 1891 was phenomenal for all the great staples 
produced in this country and our merchandise 
exports for the fiscal year ending July 1, 1892,ex- 
ceeded $1,000,000,000. The merchandise exports 
(including cereals) exceeded imports for the 
year ending July 1, 1891, $39,565,000; for the 
year ending July 1, 1892, $202,914,000; total for 
the two years, $242,479,000. Under ordinary 
circumstances this large balance of nearly $250,- 
000,000 should have been returned to us in 
money, and entering into our circulation would 
have stimulated all of our great business enter- 
prises, which only need capital to progress and 
continue wealth-producing. Instead of this, 
our securities were returned to an extent beyond 
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this favorable balance, in the amount of $86,- 
055,000—which we exported in gold—and this 
return of securities and export of gold to pay for 
them has continued with increasing magnitude, 
until 1893 will doubtless prove to be the year 
for the largest exports of gold ever known. 

In commenting upon this the comptroller of 
the currency, in his report to congress, says: 
‘*The interest upon American securities heid 
abroad aggregates a large amount and its pay- 
ment forms a continuous factor in international 
balances. The return of any portion of our se- 
curities increases our wealth at home, and the 
retention of the earnings of such securities adds 
to our home prosperity.” I cannot agree with 
the comptroller’s conclusions. He would be 
correct if he had no better use for our money 
than to pay our debts, and he admits in the 
same report that: ‘‘ Distrust of our monetary 
legislation and the fear on the part of Europe 
that we were drifting toward a silver basis, also 
had an important influence upon gold exports.” 

I contend that the question of gain or loss 
must be considered—so long as borrowed capi- 
tal is wealth-producing, its retention as such is 
desirable; and when its withdrawal is sudden 
or persistent, loss and disaster must follow. 

That something is wrong with our financial 
system must be admitted by all, and it will now 
be my endeavor to show where, in my opinion, 
silver is this disturbing cause. To do this, I 
must trouble you as briefly as possible, with a 
historical statement of the connection of silver 
with our currency. 


HISTORICAL CONNECTION OF 
CURRENCY, 


SILVER WITH OUR 


The constitution of the United States in defin- 
ing the powers of congress contains the words 
‘to coin money and regulate the value thereof.” 
Nothing is said concerning either metal—the 
states are prohibited therein from coining money 
or the making of anything except gold and sil- 
ver coins a tender in payments of debts. So far 
as the powers of congress extended, either or 
both of the money metals could be used. 

The word ‘‘ regulate” seems to have a plain 
meaning—it cannot be construed by the ordi- 
nary mind to mean “‘ create,” or ‘‘ fix,” a value. 

The old and honest theory of money, which is 
as true to-day as it ever was, is that the govern- 
ment stamp should add nothing to the value of 
the metal contained in the coin—it should sim- 
ply bea guarantee of weight and fineness, and 
the word ‘‘ regulate ”’ is capable of only one con- 
struction—that when two metals are used for 
money, the amount of metal in the coins should 
be proportioned to each other, or regulated to 
the prevailing value ratio of the uncoined 
metals, so that both might be used and main- 
tained in circulation. The early congresses so 
understood the meaning of the word. 

The first coinage act, April 2, 1792, named 
the ratio as fifteen portions of silver to one of 
gold. These figures were not chosen arbitrar- 
ily, but represented the then existing commer- 
cial value of the two metals. Subsequently the 
action of Great Britain, in adopting a single 
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standard of gold, to some extent depreciated 
silver, so that our mints became closed to gold 
from its being undervalued in our coinage. In 
order to restore the coinage of gold the acts of 
1834 and 1837 were passed, raising the ratio to 
sixteen to one, which was evidently a continu- 
ance of the undertaking to regulate as required 
by the constitution. The discovery of gold in 
California in 1847 caused an enormous expan- 
sion of gold currency. The amount of that 
metal produced in the United States trom 1849 
to 1890, aggregated over $1,800,000,000. This 
caused some appreciation in the relative value 
of silver, which thereby became undervalued in 
our coinage and ceased to circulate. No incon- 
venience, except scarcity of small change, was 
experienced from this, because the gold produc- 
tion supplied all the money demand—and the 
more bulky metal was not missed, and was not 
then produced to any extent, as compared with 
gold. 

The act of 1854 gave us our present subsidiary 
coins, in which the silver was greatly over- 
valved, for the sole purpose of supplying and 
maintaining in circulation the lesser coins. In 
1873 the silver dollar having become obsolete, 
was dropped from the coinage. 


THE WRONG DONE TO SILVER, 


We have now arrived at the period when, in 
my opinion, not only was silver made a disturb- 
ing element in our circulation—but it also suf- . 
fered great damage asa money rretal at the 
hands of its so-called friends. Not long after 
1873 attention was drawn to the fact that a mis- 
take, in the opinion of many, had been made in 
demonetizing silver, and, in response to the 
popular clamor following thereupon, the act of 
1878 was passed restoring the dollar to the 
coinage, but upon terms and conditions entirely 
different from any former practice in our finan- 
cial history. 

The metal in the silver dollar. which in 1873 
was worth $1.03 in gold, had fallen in value by 
1878 to 88 cents. In order to ‘‘regulate” the 
value of the two coins a change in the standard 
was required, and this was at least eighteen to 
one. Instead of doing this and leaving our 
mints open to the coinage of silver, congress 
undertook by its fiat or governmental power to 
make sixteen equal to eighteen. Here was 
where the wrong was done to silver, and the 
damage inflicted upon a monetary system up to 
that time perfect in its arrangements. Silver 
from that period ceased to be a true money 
metal and became acommodity. The obliga- 
tion upon the government—so opposed to com- 
mon sense—to purchase $2,000,000 per month, 
at any price at which it might be offered, made 
this the dearest market in the world for silver, 
where it should have been the cheapest, upon a 
commodity basis. It also exposed the govern- 
ment to any manipulation or combination that 
bullion speculators or mine owners could organ- 
ize. The act of 1890 increased this forced pur- 
chase by the United States to $4,500,000 
monthly. 
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SILVER’S STEADY FALL, 


Notwithstanding these heavy purchases,silver 
has continued to fall in price. Shortly after the 
law of 1890 went into effect its price was raised 
temporarily, and it reached $1.21 per ounce, 
but within a year from that period it was down 
to its then lowest recorded price of 83 cents. 

Notwithstanding the excessive issue of notes 
on account of silver, their parity with gold has 
been maintained up tothe present time. The 
resumption act of 1875 required the secretary to 
sell bonds for gold until a sum of at least $100,- 
000,000 should be obtained, which should be 
held in the treasury as a reserve for resumption 
purposes. This act, which took effect January 
I, 1879, contained a provision that on and after 
that date all notes and claims against the gov- 
ernment should be paid in coin, at the option of 
the holder. 

This $100,0c0,009 provided for, constitutes 
the reserve of which so much has recently been 
said and written, and all gold in the treasury in 
excess of this sum is termed free gold. Under 
the silver act of 1878, which was subsequent to 
the resumption act, silver certificates were au- 
thorized upon deposits of standard dollars, the 
impossibility of circulating the coins being 
from the first recognized. No provision was 
made in this act for gold redemption but each 
successive administration has deemed it wise to 
deal with these notes and coins the sameas with 
the legal tender notes, and the act of 1890 con- 
tains the following: 

That upon demand of the holder of any treas- 
ury notes herein provided for the secretary of 
the treasury shall, under such regulations as he 
may prescribe, redeem such notes in gold orsil- 
ver coin at his discretion, it being the estab- 
lished policy of the United States to maintain 
the two metals on a parity with each other upon 
the present legal ratio or such ratio as may be 
provided by law. 

It will be seen that ample authority has been 
given to maintain our fiat money on a par with 
gold, but no means have been provided in any 
of the acts following the resumption act to en- 
able the secretary to obtain gold for the purpose 
of maintaining this parity. It has, however, 
been no difficult matter to maintain gold parity 
on account of the favorable conditions existing 
during the following years. 


SILVER FROM 1879 to I8gI. 


From 1879 to 1891 the balance of trade was, 
as a general thing, largely in our favor, and 
this covers a period of phenomenal growth and 
prosperity, which seems to date from the period 
when specie resumption placed us in financial 
accord with the balance of the world. In 1879 
the gold in the treasury amounted to $135,000,- 
ooo, and the total estimated in the country was 
$244,353,000. The total United States notes 
was $346,000,000, so that the gold on hand was 
40 per cent. of the liability. In estimating 
treasury liabilities for redemption I do not in- 
clude national bank notes or subsidiary silver 
coin, 
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In 1891 the gold circulation of the country 
was estimated at over $700,000,000, an increase 
over 1879 of nearly $500,000,000. The silver 
issues had increased the treasury liabilities by 
$344,000,000, making, with legal tenders, a total 
of $790,000,000. The gold in the treasury, how- 
ever, had increased to $177,000,000, leaving the 
reserve 22 per cent. This was still sufficient, 
but the increasing liabilities, under the Bland 
bill, clearly indicated future trouble, and it 
would have arrived sooner or later. The Sher- 
man bill simply accelerated the effects of the 
Bland bill. 


HENRY W. YATES. 


The treasury balance continued to fall after 
1890 as follows: January, 1891, $141,000,000; 
January, 1892, $119,000.000; January, 1893, 
$108,000,000; and at this time it is very 
slightly in excess of the $100,000,000 minimum 
reserve required to be maintained. The liabili- 
ties have increased at this date—May 1, 1893— 
to $922,0e0,000, leaving $100,000,000, a reserve 
of less than II per cent, 


OUR RIDICULOUS POSITION, 


The demand for gold for export now threat- 
ens the $100,000,000 reserve, and under the re- 
sumption act, when this occurs, the deficit must 
be restored by sale of bonds. 

Can anything more ridiculous be conceived 
than the position this nation is threatened to be 
reduced to. Only a short time ago it purchased 
its 4 per cent. bonds at enormous premiums in 
order to get rid of its surplus money and now it 
is proposed that its government shall compete 
with a second-class financial power like Austria 
in the markets of Europe, in the placing of a 
bonded loan, and this when there is no deficit 
in its revenues and ample funds are in its treas- 
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ury for the payment of all its due indebtedness. 

The amount of gold in circulation outside of 
the treasury can be safely estimated at $500,- 
000,000, and the endeavor of the secretary must 
now be to induce an exchange by which he will 
obtain gold for the paper at his disposal. This 
may seem a precarious resource, but when it is 
considered that the people of this country are 
accustomed to paper money and prefer it to me- 
tallic, and have confidence in their government, 
it is entirely reasonable to believe that it may 
be depended upon forat least the temporary de- 
mands of the treasury and until congress can 
meet and provide some safer and more business- 
like arrangement. 

What arrangement this should be is the ques- 
tion of the hour. 

It may offer bonds bearing a low interest 
rate, and which would doubtless be entirely 
feasible, but the practical result of such action 
would be contraction of its own notes, with con- 
tinued issue of bonds as new notes should be 
paid out for silver purchases under the Sher- 
man act. When this would end no one can tell 
and it scarcely seems possible to believe that 
congress Would adopt a policy so absolutely op- 
posed to common sense, 


REPEAL THE PURCHASE ACT. 


Only one certain and reasonable course is 
open, and that is, the repeal of the silver pur- 
chase act; and if necessary its unconditional 
repeal, 

Let this be done, and all doubt and distrust 
so far as our monetary basis is concerned, would 
disappear. Complete confidence would be re- 
stored and all the gold needed to maintain the 
parity of our currencies would be freely tend- 
ered. Gold exports would lose their terror and 
legitimate business will again prosper, free from 
an incubus which has constantly threatened its 
life since the inevitable effects of the silver 
policy inaugurated in 1878 began to be felt and 
appreciated. ' 

Ihe question, however, will naturally occur, 
what then will become of silver if the purchase 
act is unconditionally repealed? 

If necessary to maintain our financially free 
intercourse with the capital of the world, it 
would be best that we should leave it to its fate. 
But I am not opposed to silver as a money 
metal. The world is not yet prepared to banish 
it as such, which fact is proved by the immense 
amount still used for that purpose. In many 
respects itis a better and safer metal for the 
purpose than gold, and, joined with these con- 
siderations, is the further fact that it constitutes 
one of the most important productions of this 
country. The destruction of its money value 
would cause great damage and distress to many 
deserving enterprises and the business life of 
many flourishing communities, tosay nothing 
of the immense loss to this government, whose 
treasury forms a holding larger, perhaps, than 
any other in the world. 

Its loss in value has been caused not so much 
from over-production as from its disuse as 
money. Beginning with its demonetization by 
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Great Britain in the early part of the century 
all the great commercial powers of the world 
have closed their mints to its coinage, whereas 
all had previously recognized it upon some 
named ratio with gold. As I have already 
shown, it was demonetized in this country by 
the act of 1878. 


A SERIES OF LEGISLATIVE BLUNDERS, 


The cupidity of the silver producers, who ex- 
pected to profit by an unwarranted price, and 
an almost insane belief held by a large number 
of the people that more money could thereby be 
circulated, which would inure in some way to 
their benefit, have combined to make possible 
and popular a series of financial legislative 
blunders that have scarcely been excelled in all 
history. It surely must now be admitted by 
the majority of these that the method adopted 
to rehabilitate silver has proven an utter failure, 
and any further effort in that direction must be 
upon entirely different lines, 

International agreement for the present is 
hopeless. While all other nations are more or 
less interested in the question, their interest is 
not equal to that of the United States—and an- 
other consideration for a failure to agree must 
lie in the fact that the low price of the metal 
supplies a lucrative revenue when coined by 
them upon the limited basis authorized. 

In the April number of the North American 
Review Mr. Bland gives his latest views upon 
the question, which are as follows: 

When the question is again pressed forward, 
it is difficult to see how there can be any other 
solution—the total abandonment of silver, or its 
restoration to its constitutional privilege at our 
mints. * * * Silver is either a safe money 
metal, or itis not. If it is not suitable tor free 
coinage, it ought not to be further coined. 
* * * * As to the ratio or relative amount 
of the metals that shall be equal in debt-paying 
power—that is now, as it has always been, a 
question under the constitution for congress to 
determine. 

I agree with every word here said by Mr 
Bland, until he misquotes the constitution. 
There is nothing whatever there about ‘‘debt 
paying power.” It is these words which repre- 
sent the heresy, when applied to money of both 
the greenback and the usuaisilver theory—they 
are emanations of the same dishonest thought— 
but a dishonesty which defeats itself in practice. 
It would plainly be class legislation if it existed 
atall. When so reasonable a document as the 
constitution of the United States is referred to 
as authority in its favor, misstatement becomes 
a necessity of the case. It is evident from the 
use of these words that Mr. Bland, at least, is 
still wedded to his false god. The same power 
he invoked in his famous bill of 1878 to make 
sixteen parts equal to eighteen parts, he would 
again invoke in still vainer endeavor to make 
sixteen equal to twenty-five. 

It is difficult to comprehend this fetich of six- 
teen to one as the ratio value of silver to gold. 
In the time of Julius Cesar it was ten to one, 
and during all the centuries since it has been 
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changed according to the caprice or preference 
of nations. In England the ratio was repeatedly 
changed by proclamation, and in our own brief 
history, as | have already shown,it was changed 
once from fifteen to one to sixteen toone. The 
intention of all these changes has been entirely 
clear; it was to regulate the ratio of the metal 
in the coins by the prevailing ratio value of the 
metals to each other. When this practice has 
been deviated from in the issue of base or de- 
graded coins it has always been in the exercise 
of despotic power for revenue purposes, and has 
usually failed and invariably carried with its 
failure, disturbance and disaster in all commer- 
cial lines, with its inevitable cost in the end. 
Equal circulation of gold and silver upon a ratio 
of sixteen to one, which so grossly undervalues 
gold, is impossible. 

FREE COINAGE PRACTICABLE UNDER PROPER CON- 

DITIONS, 


I will now venture to give what I believe a 
feasible plan in the interest of silver, which, in 
my judgment, demands something at our 
hands, provided our entire currency system, 
joined with its coinage, may be maintained on 
a parity with gold. 

The late Secretary Windom, in his report to 
congress in 1889, says: ‘‘lhe coining of silver 
dollars containing a dollar’s worth of bullion is 
impracticable and impolitic.” Iam inclined to 
believe the secretary was emphatic in his opin- 
ion, mainly for the reason that he had a scheme 


of hisown which he desired to press upon con- 


gress. This plan was the issue of treasury 
notes against the deposit of silver bullion atthe 
market price of silver—redeemable in bullion or 
dollars at a like value. This would have con- 
tinued silver on a commodity basis—whereas, I 
agree with Mr. Bland—that silver is either a 
safe money metal or it is not,and believing 
that it should have a fair trial, which it has 
never had since the first Bland act, I favor 
the opening of our mints to the free coinage of 
silver upon the lines laid down in the constitu- 
tion, and I do not believe with Mr, Windom 
that itis impracticable, and it is certainly not 
impolitic, if guarded by proper conditions. We 
must continue to recognize the fact that gold is 
the standard of that part of the world the use of 
Whose capital we desire. 

With this in view the ratio to be adopted 
should be a figure which takes silver at its min- 
imum price during any considerable period of 
time,—which, I should say, would now be 
twenty-five to one. 

It would be impracticable, it is true, to coin a 
silver dollar containing 580 grains of fine silver, 
butit is entirely unnecessary that the dollar 
should be coined. The English silver pound 
sterling and the French gold franc, have never 
been coined, and yet they have constituted the 
money of account in those countries for cen- 
turies. Without going much further into de- 
tails, my plan briefly stated would be to issue 
certificates upon deposits of silver bullion—the 
certificates to be redeemable in bullion of like 
weight and fineness of the dollars therein de- 


273 


scribed or in coins to be authorized under the 
act. 

The new coins to be authorized should be 
halves and quarters, containing the amount of 
silver required by the standard adopted, but 
cnly to be coined as actually demanded for cir- 
culation. The further coinage of fiat dollars, 
halves and quarters, should cease. What dis- 
position should be made of the present coinage, 
need not be considered here, except to say that 
if permitted to circulate they should be main- 
tained on a parity with gold by redemption as 
at present. 

The proper condition to be required, in my 
opinion would be the creation of a commission 
composed of the secretary of the treasury, di- 
rector of the mint, treasurer of the United States 
and comptroller of the currency. The commis- 
sion should have the power to suspend coinage 
or the issuance of certificates upon the adopted 
standard whenever, in their opinion, the oper- 
ation of the privilege was tending to disturb the 
free and equal circulation of the two metals as 
money. They should have the power to raise or 
lower the ratio as the monetary situation re- 
quired it. There should be no provision for 
gold redemption. When the ratio was increased, 
the money value of the coins and certificates 
under the previous ratio would be lessened, but 
they would doubtless continue to circulate at par 
for the reason that they would be legal tender, 
and the aggregate amount under that ratio 
could not at any time be excessive. On the 
other hand, if the ratio were lowered, the notes 
and coins would be worth a premium, which 
would result in the withdrawal of the bullion so 
deposited. 


TO CIRCULATE OUR COINS ABROAD, 


A larger use for our silver could also be 
effected by encouraging its circulation in other 
countries. For instance, our coins possessing a 
circulating value in France equal to a 5-franc 
piece, would contain on the twenty-five to one 
ratio 61 per cent. more silver than that coin, 
and the same would practicably be the case as 
compared with British, German and other con- 
tinental coins. It seems reasonable to believe 
that our coins on this basis would in time secure 
a large circulation away from home and special 
coins might be authorized for the purpose. The 
only endeavor ever made to obtain foreign cir- 
culation for our silver was the trade dollar, 
which was intended to supplant the Mexican 
dollar ia China. It was a failure because it 
contained exactly the same quantity of silver as 
the Mexican and there was no inducement for 
the substitution. With such coins as I have 
suggested, it does not seem possible that the 
Mexican and Austrian silver dollars should cir- 
culate away from home as they now do in com- 
petition with our superior coins. My scheme is 
submitted for whatit is worth. If adopted, the 
moveinent of gold away from us would occur 
under far different conditions from what now 
prevail, and no spasm of commercial agony 
could ever be caused thereby. The money left 
with us will be equally as good as the money 
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temporarily withdrawn. But no matter what 
your opinion may be of the merit of this plan, 
the main fact that I have undertaken to show, 
and desire to press with all my power, is the 
necessity of maintaining, at all hazards, the 
monetary standard of the world, now threatened 
by our present silver policy, 


THE YAQUI 


LAW JOURNAL. 


In this great country of ours we still need 
capital for the continual development of our 
boundless natural resources. No impediment 
should be permitted to interfere with its free 
course toward us, and the demand of the hour 
is the repeal, at the earliest possible time, of the 
so-called Sherman act. 


CANAL. 


Irrigation in Sonora. 


What bids fairto prove one of the most suc- 
cessful and profitable irrigation enterprises ever 
undertaken on the Western Hemisphere is in 
course of construction in Mexico, and is known 
as the Yaqui Canal. This canal is being built 
for the purpose of irrigating 400,000 acres of the 
550,000 acre land-grant, made by the Mexican 


COLONEL E, S, NETTLETON. 
government to the Sonora and Sinaloa Irrigation 
Company, 

The territory granted the above company lies 
between the Gulf of California and the foothills 
of the Sierra Madre Mountains and on the south 
side of the Yaqui river, at about twenty-seven 
degrees of latitude,or in the neighborhood of 350 
miles from the earth’s tropical zone. This is 
about the latitude of the most southern point of 
Florida in the United States. 

The western end of the property is only a few 
feet above tide water, and the surface gradually 
rises, going eastward, at the rate of three feet 


per mile, until the line of the canal is reached, 
where it has an elevation of about 85 feet above 
the gulf. Above the canal the slope is much 
greater. This property contains approximately 
550,000 acres, of which 150,000 are above the 
line of the proposed canal and will not be irri- 
gable by the present proposed system, yet can 
be irrigated by waters of the Mayo River, to the 
South, which also come under the concession to 
the company, 

The land to be irrigated and developed by the 
Yaqui Canal consists of the richest and most 
fertile soil, which is adaptable to the cultiva- 
tion of the various vegetable, fruit and cereal 
products of the northern and _ semi-tropical 
countries. The equable nature of the cli- 
mate admits of two certain and three pos- 
sible crops per year. The soil is composed 
entirely of a rich, alluvial deposit, which runs 
to a depth of from sixty to seventy feet, 
and with the great advantages of irrigation 
the land insures a greater abundance of crops 
than is secured in countries where there are fa- 
vorable rains and less fertility of soil. In fact, 
the richest fields of the irrigated lands of the 
West will not compare in richness and fertility 
of soil with this company’s property. 

The concession of these lands to the Sonora 
and Sinaloa Irrigation Company by the govern- 
ment of Mexico, was more liberal than that ever 
obtained by a company organized fora like pur- 
pose, and the factthat such prominent and rep- 
resentative Mexicans as Don Carlos Conant, 
have not only interested themselves but have 
also invested heavily in the enterprise, will in- 
dicate the practicability of the undertaking. 

Although only an interval of eight months 
has elapsed sit.ce operations were begun on the 
Yaqui Canal, yet a fourth of the work has been 
accomplished at a fifth of the estimated cost of 
the whole. 

Col. E. S. Nettleton, of Colorado, is chief en- 
gineer of the company, and is at the scene of 
operations, giving the work his personal super 
vision. Col. Nettleton is widely known as 
America’s foremost engineer in irrigation en- 
gineering, and was commissioned by Horace 
Greeley and Nathan C. Meeker to build the 
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Greeley Canal, in Colorado, the first in the 
United States. He also constructed the High- 
iand Canal, the largest and longest in the 
United States, aud has been connected in some 
capacity with almost every successful irrigation 
enterprise of the Western states. For the past 
five years he was the United States government’s 
engineer in all matters relating to irrigation and 
irrigation engineering connected with the public 
domain, which position he resigned in order to 
devote his entire to attention the Yaqui Canal. 
Col. Nettleton is ably assisted by a competent 


WALTER 5. 


corps of engineers. Mr. Herbert R. Patrick, 
avery prominent and well-known irrigation en- 
gineer, made the preliminary surveys for this 
canal some two years ago, and his plans, 
as now modified, have met the cordial approval 
of Col. Nettleton, 

The officers and directors of the Sonora and 
Sinaloa Irrigation Company, are gentlemen 
well and favorably known throughout financial, 
professional and commercial circles, have been 
identified with similar successful enterprises, 
and have invested largely their private means 
in this project, on the same terms as offered the 
public. 


Mr. Walter S. Logan, the president of the 
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company, is one of New York's best known and 
most successful lawyers, and seems to possess 
the happy combination of an astute and trained 
legal mind, with an unusual administrative ca- 
pacity. He has been connected with a good 
many of New York’s most famous litigations; 
among others, the Jumel Estate litigation, in 
which Mr. Logan was associated with Mr. 
Charles ’Conor and Mr. James C, Carter, and 
met such opponents as Wm. A. Beach and 
Judge E. Rockford Hoar; the Chesebrough Es- 
tate litigations, in which he has just been suc- 


LOGAN, 


cessful in saving the entire estate, amounting to 
some six million dollars, for his clients; also the 
Fountain Pen Patent cases, in which, although 
he has tried several score of cases, he has never 
been beaten. A good many years ago, he was 
retained in the famous Water Right controver- 
sies in the far west, and this is what led to his 
prominence in large irrigation undertakings. He 
was the organizer of the Ar zona Canal Com- 
pany, in the Salt River Valley, Arizona, which 
has built up the prominent and prosperous city 
of Phoenix, Arizona, and has given the invest- 
ors already some five or six dollars for one, with 
more to come. He has also been connected 
with irrigation enterprises in California and 
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Colorado, in all of which he has been eminently 
successful. 

It was to his foresightand sound judgmentthat 
is due the organization of the Sonora and Sina- 
loa Irrigation Company, and its ownership of 
this magnificent concession; and it was very 
largely tohisinfluence and the confidence which 
capitalists and conservative business men had 


DON CARLOS CONANT. 


in his judgment that is due the fact that so 
many well-known prominent business men 
and financiers are now connected with thee.iter- 
prise. 

Don Carlos Conant, the general manager of the 
company; J. A. Johnston, superintendent; and 
Salter S. Clark, secretary, are gentlemen of 
experience and influence, while among the 
prominent stockholders, tondholders or invest- 
ors are such men as Mr. John Burke, of Surrey, 
England; Mr. Wm. H. Corbin, of New Jersey; 
Hon. Joseph C. Hendrix, President of the Kings 
County Trust Co., and lately elected president 
of the new Union National Bank of New York; 
Mr. Johns-Hopkins, of Philadelphia; Herbert H; 
Logan, of Phoenix, Arizona; Mr. James F. 
Merriam, of Springfield, Mass.; Mr. E. C. Mc- 
Neil, of New Haven, Conn.; Mr. James L. 
McKeever and Mr. John D. Parker, of Chicago; 
Dr. Frederick Planck, Hon, J. DeBarth Shorb, 
President of the State Board of Viticultural 
Commissioners, and Hon. Marcus Rosenthall 
of California; Mr. Louis H. Scott, of New York, 
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Mr. Abraham Van Siclen, of Jamaica, L. i.; 
Mr. John Woodford, of Winsted, Conn.; and 
Mr. Charles H. Nettleton, of Birmingham, 
Conn.; Col. A. R. Buffington, U. S. Army, be 
sides many others of like note. 

The financial plan adopted by the company is 
certainly a unique one and seems to assure th« 
highest possible security for the investor, and to 
give him, at the same time, a first-class chance 
to make a handsome profit. 

The money is being raised upon the company’s 
bonds, secured by a first mortage to the Kings 
County Trust Company, of Brooklyn, as trus- 
tees, on the company’s land grant of 550,000 
acres, above mentioned, and on the Yaqui 
Canal itself now in course of construction and 
which is to irrigate 400,000 0f the 550,000 acres. 
The bonds are limited to $600,000, and they can 
be issued only as fast as the canal is built, so 
that when the bonds are all drawn they will 
cover the completed canal, as well as all the land 
under it. 

The distinguishing feature of the bonds, how- 
ever, is that they are exchangeable at the option 
of the owner,at any time before the seventh semi- 
annual coupon is cut off, for these irrigated lands 
under the canal, with water right attached, at 
the rate of $5 an acre. The chance that the in- 
vestor has, will be appreciated when it is known 
that similar irrigated lands under completed 
canals are selling both in this country and 
Mexico, for from $50 to $500 an acre. A _ pur- 
chaser of a bond has, therefore, the security of 
a mortgage on the canal and ail the land, and 
the privilege of getting irrigated lands with 
water rights at $5 an acre—a lower price, it is 
said, than irrigated lands anywhere in the 
world could ever before have been acquired, or 
are ever likely to be acquired hereatter. It is 
seldom that an opportunity for investment is 
given which seems to combine such security and 
such a chance of profit. 

The company’s concessions and franchises 
outside of this canai are also said to be of very 
great value. In fact, few grants like this have 
been made by any government to a private 
citizen in modern times. 

Many of the conservative business men who 
have invested in the enterprise expect the lands 
to be worth not less than $100 an acre and the 
stock of the company to bring at least $100 a 
share. There is abundant precedent for these 
and even better prices in the history of irriga- 
tion and irrigation enterprises both in the 
United States and Mexico, and we can see no 
reason why these astute and level-headed men 
are making any mistake. We certainly hope for 
the enterprise an abundant prosperity, and for 
the investors in it, a handsome return for their 
money. 
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ACCOUNTANTS’ 


DEPARTMENT. 


These columns are intended to embrace topics of interest to accountants, and discussions of, and decis- 
ons upon, matters of law involved in various branches of accountancy. Cases bearing upon the management 
and distribution ot trust estates and property are published under this head. These are of importance to 


trust companies, bankers, and all others charged with the management of trust 


‘operty; as well as to ac- 


countants employed to investigate trusts, make reports, and assist in the rendering of accounts. 


THE QUALIFICATIONS OF AN ACCOUNTANT, 


Contributed by Frank Blacklock, Expert Accountant, Baltimore, Md. 


In looking over the course of study 
as proposed by the New York School of 
Accounts, there is one subject that has 
been omitted, and that is, to teach the 
scholar ‘‘ to see beyond the end of his 
nose;” in other words, to be a thorough 
and successful public accountant a man 
must not only be able to arithmetically 
and mechanically understand all that he 
is taught at the very excellent school 
that the accountants of New York city 
have started, but he must be able to see 
at a glance the requirements of each 
professional case that he may be called 
into, in the same manner that a success- 
ful doctor, lawyer, civil engineer, or the 
general of an army faces new problems 
in every change of circumstances. 

It is surprising how many complex 
situations in life confront the public ac- 
countant in active practice. Somet:mes 
he is called to adjust or state the affairs 
of an insolvent corporation which has 
been improperly or illegally formed and 
is nothing but a general partnership 
with the stockholders individually re- 
sponsible for every dollar of indebted- 
ness; again his attention is called to the 
fact, as disclosed by his examination of 
the books, that the supposed ‘‘special or 
limited partner” of an insolvent firm is 
in reality a general partner and individ- 
ually responsible as such, having become 
so by inadvertence or failure to comply 


with the law of limited partnership; or 
trust funds have been used in a business 
in such a way that the cestué gue trust 
may have a good legal claim for profits 
in lieu of interest; again, in the settle- 
ment of an estate, what may seem at 
first glance to be a gift turns out, on 
close inquiry, to be an ‘‘ advancement ;” 
or where the insolvent system is 1n force, 
** preferences’’ may be detected by a 
close analyzation of the accounts. These 
are only a few of the many forms of 
facts that one will meet with as a public 
accountant. 

To be successful as a public account- 
ant, one must make or save money for 
the interest that employs him, as, unless 
an accountant takes ‘‘ good will” with 
fees, he will not keep customers, and 
competition is too sharp to always have 
to be drumming up new trade. 

Now, if an accountant is employed by 
the insolvent interest, why make the 
load any heavier for the unfortunate 
debtor? But by all means show to your 
associated attorney the risk that his 
client runs should any of the foregoing 
or other equally disagreeable facts be 
exposed. But if the accountant has 
been employed by the creditor interest, 
with what inward pride does he call at- 
tention to the hitherto unnoticed point, 
or the weak spot in the opposition, and 
how (quietly) pleased he is when, in ad- 
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dition to doing the detail clerical work, 
he has been able by his own acumen to 
increase the dividend that it was first 
proposed to give his (creditor) client. 
By closely scrutinizing an account 
current where it has been the custom to 
charge interest on the balance due, and 
bring this amount down to form a bal- 
ance for new account to start from, a 
large amount of compound interest may 
be cut out under the usury decisions of 
the courts, and this amount will be 
saved to the debtor in a final settlement. 
Now, to look beyond the end of one’s 
nose, is to become known as a money- 
making, or a money-saving accountant, 
and many a good, oid-school, mechan- 
ical accountant, who writes a Spencerian 
hand, rules red lines with geometrical ex- 
actness, and sits on a piece of work until 
his name becomes a joke in the profes- 
sion, is left far behind in competition 
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with the ‘‘ hustler,” who works for re- 
sults, seeing quickly the objective point 
through a brick wall, and always able 
to render a substantial benefit to the in- 
terest that employs him. 

A man who stays in one line of busi- 
ness for seven years, is apt to stay 
longer, so accountants who have been 
able to keep out their shingle for that 
length of time generally know a thing 
or two acquired from the other fellow, 
and view with amusement the advent of 
a new comer, and wonuer if he will be 
able to stick. 

The new comer will stick if he is able 
to ‘catch on ”’ to the ideas in this little 
contribution, but if he does not, and re- 
lies on red ink lines and fine hand- 
writing, he assuredly will be retired to 
the business or trade that best suits him; 
and that will not be ‘‘ Expert Account- 
ancy.”’ 





The Necessity of Balance Sheets as a Preliminary to Bank Credits. 


SOME CORRESPONDENCE OF INTEREST TO ACCOUNTANTS. 


PuBLic AUDITORS AND ACCOUNTANTS, 
BuFFALo, N. Y. Sept. 22nd, 1893. 
Frank Blacklock, Esq., Public Accountant, Bal- 
timore, Md. 

DEAR S1r.—On lookingjover the current issue 
of the BANKING LAW JOURNAL we were greatly 
pleased to see your article on the ‘‘Necessity of 
Balance Sheets,” and beg to congratulate you 
on the very neat and explicit way in which you 
State the case. On the 4th of May last we sent 
acircular letter to the Buffalo banks on this 
same subject, copy of which we enclose. We 
followed our circular with a personal interview 
with the several cashiers, the result being that 
they promised to give the matter careful consid- 
eration, but as yet we have not observed that 
our business has increased in this direction. 
We are laboring under a serious disadvantage 


Price Bros. & Co., 


in this city from the fact that the business men 
are not yet educated up to the point where they 
consider a statement of this kind would be of 
any advantage to them. 

The bulk of our business during the past two 
years has (with a few exceptions) been in the 
line of preparing accounting statements for the 
creditors of defunct concerns and work done 
for assignees or receivers. We will interview 
some of our cashiers again at an early date and 
find out what they have done in the matter, and 
if any objections have been made by merchants 
we will advise you in order to keep the subject 
open. Trusting to hear from you at your con- 
venience. 


We are, yours very truly, 


Price Bros. & Co, 





ACCOUNTANTS’ 


COPY OF LETTER SENT TO THE BUFFALO BANKS BY 


P. B, & CO, ON MAY 4TH, 1893. 


We respectfully beg to call your attention to 
a few business facts: You no doubt carry a large 
number of accounts and are from time to time 
asked to increase the lines of discount to your 
respective customers. It is usual for concerns 
doing business with a bank to submit a state- 
ment of their affairs to that bank; now what 
guarantee have you that the statement so rend- 
ered is correct and truthfully sets forth the 
minutest details of the business in question? At 
the present time how do you verify these state- 
ments? 

We want all the banks in Buffalo to insist on 
having statements of this kind prepared by duly 
accredited public accountants, at no expense to 
the bank, 

We are sure that if they will combine and do 
this it will materially help to make the growth 
of business in Buffalo healthy, and we respect- 
fully ask that you have us prepare all such 
statements for your bank. One of our firm will 
call upon you and discuss the subject as we 
have with other banks, 


‘*ANSWERED,” 


FRANK BLACKLOCK, EXPERT ACCOUNTANT, 
BALTIMORE, Md., Sept. 25th, 1893. 


Messrs. Price Brothers & Company, 
GENTLEMEN.—Allow me to thank you for your 


kind letter of September 22. I am glad to feel 
that the efforts I am making to attract the atten- 
tion of the American public to the advantages 
of consulting and employing public accountants 
have attracted yourattention, and that, as profes- 
sional men, you like the manner in which I have 
placed the proposition. If my efforts result in 
one additional case for a brother accountant I 
shall be satisfied. 

That the business men of this country are not 
educated to the point. of fully recognizing their 
own interests in that they do not more fre- 
quently employ public accountants is a disad- 
vantage that the accountants of all the larger 
cities labor under, but which we hope will de- 
crease as the world grows older; and as the pro- 
fession now has a recognized organ in that ex- 
cellent publication, the BANKING LAw JouRNAL, 
I think it is the duty that all public accountants 
owe to the profession to contribute somewhat to 
the literature of accountancy by sending articles 
of any interest to Mr. Thos. B. Paton, the able 
editor, who will take great pleasure in publish- 
ing them. 
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The profession of a public accountant in this 
country is a most excellent one for an ambitious 
man with brains to start into, as but few there 
are that have the ability to succeed, and the 
profession is not likely to be crowded with men 
who have made failures in other lines. 

I remain, yours truly, 
FRANK BLACKLOCK. 


ACCOUNTING BY EXECUTOR. 


. 
Executor—Accounting—Credits—Novtes due to him- 
self—Interest on prepaid notes—Wife of executor— 
Competency as witness—Evidence—Commissions. 


In re Hoffer’s Estate, Supreme Court of Pennsyl- 
vania. July 19, 1893. 


1. In the settlement of an executor’s account 
his wife is competent to testify that certain past- 
due notes executed by deceased to such execu- 
tor were in hercustody immediately after the 
death of the maker, and that she handed them 
over to her husband, to show that the latter 
held them in his own right, and not as executor. 

2. Where, in the settlement of an executor’s 
account, he offers to prove by his wife that cer- 
tain past-due notes executed to him by de- 
ceased, and with which he credited himself in 
his account, were in her custody immediately 
after the death of the maker, and that she 
handed them over to her husband, it is error 
for the auditor to surcharge the executor with 
such notes. 

3. In thesettlement of an executor’s account 
it appeared that he had credited himself with 
certain interest which he claimed to be due by 
reason of his having paid to deceased certain 
noninterest-bearing notes before their maturity. 
A witness testified that he was present when the 
contract for such prepayment was made, and 
that deceased agreed to pay the executor such 
interest; and there was evidence that deceased 
admitted payment of the notes. It appeared 
that five years previous a similar transaction oc- 
curred between the same persons with reference 
to other notes, and that in giving himself 
credit the executor by mistake made the cal- 
culation on the latter notes, thereby making the 
credit greater than he was entitled to. Held, 
that it was error for the auditor to surcharge 
the executor with all the interest claimed by 
him, and that he was entitled tocredit for inter- 
est on account of prepayment of the former 
notes. 

4. Where all the claims by an executoragainst 
the estate are established except one, and there 
is nothing on which a charge of fraud or dis- 
honesty can be successfully based, it is not 
proper to disallow his commissions. 

5. But he is not entitled to commissions on 
his own indebtedness to the estate. 
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LOUIS YALDEN. 


OBITUARY. 


We regret to announce the death of 
Mr. Louis Yalden, Accountant, which 
took place at his residence, New York 
‘city, on Tuesday, September 19. Mr. 
Yalden was the junior member of the 
firm of Ya'den, Brooks & Yalden, Pub- 
lic Accountants and Auditors, New 


LOUIS YALDEN, 


York, of which his brother, Mr. James 
Yalden, is the senior partner. He was 
born in England in 1861, and was thus 
at the time of his death only thirty-two 
years of age, but during his short career 
evinced talents and accomplishments of 
such high order as betokened a pros- 
perous and brilliant future. Profession- 
ally, Mr. Louis Yalden had already 
gained the esteem of a wide circle of 
clients whom his superior talents had 
inspired with confidenceand respect. He 
was extensively engaged upon the peri- 
odical audits of very large concerns in 
New York and vicinity; also in company 
organization, corporation work and co- 
partnershipinvestigationsand references, 
in all of which his clear insight, profes- 


sional skill, knowledge and tact were 
highly appreciated. Personally, Mr. 
Yalden was esteemed and beloved by a 
large circle of friends to whom he was 
endeared by a most kind and generous 
disposition, gentle demeanor, urbanity 
and courtesy, enhanced by high moral 
bearing and dignity, His disposition at 
first appeared somewhat reserved, but 
closer acquaintance disclosed a nature at 
once warm-hearted, sympathetic and 
generous. No one was less disposed to 
obtrude their personality, news or opin- 
ions than Mr, Yalden, whose retiring 
disposition was not the cause but the 
effect of those resources of mind and 
character in which natural endowments 
were augmented by careful training and 
observation. It was remarked by one 
of the most eminent financiers, on hear- 
ing of Mr. Yalden’s death, that the 
most promising accountant—the most 
brilliant man of the future in that pro- 
fession—had passd away, and this 
opinion accords with the feelings of all 
who knew him Mr. Yalden was a 
fellow and trustee of the American As- 
sociation of Public Accountants and 
took a keen interest in extending that 
organization throughout the United 
States. He was also appointed one of 
the professors of the Theory of Ac- 
counts, Double Entry and Fundamental 
Principles of Bookkeeping in the recently 
incorporated New York School of Ac- 
counts, the first scholastic year of which 
begins on 3d current. Mr. Yalden was 
a member of the Colonial and other 
clubs of New York city, many of the 
members of which were present at the 
funeral and paid their last tribute of re- 
spect to one whose death creates a blank 
long to be unfilled, 
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Rapid Realizatiop by Receiver McClure. 


We have to record a very gratifying 
circumstance which seems to create at 
least one cheerful ray amidst the clouds 
of financial depression pending over all 
the country, and which should serve as 
an Object lesson to official receivers of 
insolvent banks and corporations. Any- 
thing tending to alleviate, in however 
minute a degree the hardships and dis- 
tress of a banking collapse, is certain to 
meet not only with the appreciation of 
those directly interested but also with 
the general approbation of business cir- 
cles. Quick realization of assets and 
consequent relief to depositors by the 
prompt distribution thereof, in the 


shape of dividends, should be the pri- 
mary aim of every receiver intrusted 
with the affairs of an insolvent bank. 
The earnest prosecution of that aim is, 
however, the exception, not the rule, 


and it has been reserved for Mr. David 
McClure, the official receiver—acting 
under appointment by the Comptroller 
of the Currency—of the National Bank 
of Deposit of New York, to show what 
it is possible to do in the way of rapid 
realization, by his intrepid action and 
the prompt distribution of the assets of 
that bank among its depositors. On 
June 15 of the present year Mr. McClure 
accepted the appointment of receiver, 
and his alacrity in the discharge of the 
duties enabled him in less than one 
month (July 14) to pay depositors 40 
per cent. of their claims Vigorously 
persevering with the work, collections 
were secured to warrant a further pay- 
ment, and on August 28 the comptroller 


sanctioned a dividend of 25 per cent. 
payable on September 30, allowing time 
to get the payment of the previous divi- 
dend completed and out of the way. In 
the interim, however, additional assets 
were realized and a dividend of 10 per 
cent., likewise payable on September 
30th, was officially approved, thereby 
enabling the depositors to enjoy the 
possession and use of three-fourths of 
their money, with a reasonable prospect 
of handling the entire balance and ac- 
crued interest very soon. While this re- 
sult is gratifying to depositors by releas- 
ing their tied-up funds, it also operates 
economically for the stockholders, in 
respect that deposits in insolvent na- 
tional banks carry legal interest from 
date of insolvency until paid, and this 
item aione in a prolonged realization 
frequently absorbs the entire residue 
that might be available for distribution 
among stockholders. 

Such a record as this in receivership 
annals has hitherto been unheard of, 
and, we are assured, has been accom- 
plished without inflicting unnecessary 
hardship on debtors of the bank, with 
out sacrificing the remotest contingent 
asset, and with the minimum degree of 
legal compulsion. Nothing has been done 
that cannot be done over again in simi- 
larcases by any official competent enough 
to doit. The assets were by no means 
of an ultra-favorable or even favorable 
character, as may have, perhaps, been 
insinuated in certain quarters, On the 
contrary, it is well known that the bank 
was forced into liquidation, not by reck- 
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less steering nor misappropriation by 
its officers, but solely by becoming pos- 
sessed of aclass of assets largely unavail- 
able for prompt realization in times of 
financial stringency. These included 
bonds of concerns controlled by Zimri 
Dwiggins of western financial fame, and 
by such other concerns as the Columbia 
National Bank of Chicago; while large 
parcels of assets comprised bankers’ 
notes and commercial paper, rediscounts 
and otherwise, from far western and 
southern states, and embraced items ex- 
tensively collectible from the jewelry and 
watch-making trades all over the coun- 
try, in which long credit dates largely 
prevail, 


It is not too much, therefore, to 


assign to Receiver McClure the credit 
which is due to him alone for achieving 
such satisfactory results within so short 
aperiod, while at the same time there isno 
desire to ascribe to him any very special 


phenomenal talent. There is undoubt- 
edly aptitude for the work, and there 
has been constant attention, steadfast 
application and untiring energy. Mr. 
McClure may be a prominent financier, 
although we have never heard his friends 
claim for him any such special title, but 
he has shown financiers and bankers 
what he can do when it comes to handle 
and straighten out a tangled, financial 
chaos like the present. He is well-known 
as a lawyer of high standing at the New 
York bar, of which he has been a mem- 
ber for twenty-five years; clear-sighted, 
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and endowed with those practical and 
direct business methods so characteristic 
of modern legal counsel, and so capable 
of guiding interests perplexing alike in 
their extent and variety, In his rapid 
dealings with this receivership, Mr. Mc- 
Clure has met with no official hind- 
rance. His proposals have been ap- 
proved and sanctioned without delay, 
which, besides showing his strict com- 
pliance with the necessary legal formal- 
ities, offers a fresh vindication of Mr. 
Eckels’ superior fitness for the federal 
comptrollership. We have had occasion 
already to allude to the admirable record 
which that gentleman is establishing in 
the discharge of the onerous duties of 
the office, all the more striking and re- 
markable because of a previous training 
which was thought scarcely necessary to 
the proper fulfilment of its require- 
ments. To that may now be added the 
gratifying encouragement which the 
comptroller affords to receivers and 
others whose duties come under his su- 
pervision, by co-operating heartily with 
them in expediting the work of the de- 
partment. Finally the present position 
and future prospects of the liquidation 
of the National Bank of Deposit of New 
York are extremely gratifying and cred- 
itable, deserving the attention of the 
numerous Official receivers who are at 
present on duty all over the land, and 
who, without prejudicing their dignity, 
might well emulate Mr. McClure’s 
achievements. 
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puis department is carried on for the benefit of all subscribers, who are entitled to submit questions of gen- 
eral interest, and expect prompt and careful consideration thereof, without charge. The names and places 


of those submitting inquiries are published, unless special request is made to the contrary. 


Remedy on Rediscounted Paper in 
Case of Insolvency of Indorsing Bank. 


Inquiry as to a joint note. 


, lowa, Sept. 12, 1893. 
Editor Banking Law Journal: 


Will you please answer the following ques- 
tions in your next Journal, omitting the name 
of bank and town: 

1. Isa note which reads ‘‘I promise to pay” 
etc., and signed by two persons without any- 
thing to indicate, other than the clause above, 
that either one is security, a joint note, and is 
it necessary to protest the note? 

2. A national bank discounted some paper 
with a state bank, guaranteeing payment, waiv- 
ing protest, etc., and before the paper matured 
the bank was in the hands of a receiver. After 
a part of the paper had matured and an effort 
had been made to collect it, it was sent along 
with other paper not matured to the receiver for 
collection. In acknowledging receipt the re- 
ceiver says: ‘*Yours received inclosing notes for 
collection, These notes indorsed by (name of 
bank). I will do the best I can in the matter of 
collecting said notes, and when collected, pro- 
ceeds less whatever charges I have to pay in 
collecting them, shall be turned over to you.” 

Is it proper that owner of notes should pay 
this expense. Are not the notes claims against 
the bank and should not the receiver pay them 
as fast as depositors are paid and he look to 
makers? Or should these notes have been filed 
with the receiver as liabilities of bank instead 
of having been sent the receiver for collection? 
Or was the sending of notes to him for collection 
the same as filing them? 

Yours, 
CASHIER, 


1. Under:the decisions a note promis- 
ing to pay, with the personal pronoun 
“T” and signed by more than one per- 
son, is a joint and several note. (Tiede- 


man, Com. Paper, § 13 and cases cited.) 
To hold the indorser of a joint note, de- 
mand upon a// the makers is requisite; 
and even where the note is several as 
well as joint, under the Iowa decisions* 
it would seem that the banker to be safe, 
must equally present to all, in order to 
hold the indorser. The inquiry is as to 
the necessity of protesting the note. 
Protest, of course, is not necessary to 
hold a surety, but in case of indorsers, 
it is customary to protest the note, al- 
though demand and notice (without 
notarial protest) is sufficient in all cases 
of domestic notes and inland bills of ex- 
change. 

2. A state bank is the owner of notes 
made by A to B, a national bank, and 
indorsed with guaranty of payment and 
waiver of protest by B, to the state bank. 
The national bank fails. The question 
is as to the state bank’s (owner's) rem- 
edy upon the notes, 

Under the contract, at maturity of the 
notes and non-payment by the maker, 
the national bank, as well as the maker, 
were absolutely liable for payment. 
The owner could have proceeded against 
the maker, irrespective of the receiver, 
and proved a claim for the uncollected 
balance against the national bank’s as- 
sets. By sending them to the receiver 
to collect of the maker, the latter was 
constituted the owner's agent for collec- 
tion, and could rightfully deduct ex- 


* Blake v. McMillin, 22 lowa, 358; S. C. 33 Iowa, 150; 
Bank v. Orvis, 40 lowa, 332; Graul v. Strutzel, 53 lowa 
712. 





284 THE BANKING 
penses before turning over proceeds. 
The balance would bea claim against 
the bank, upon which the owner would 
be entitled to dividends. Or, the owner 
would have had the right, if it chose, to 
prove up the entire amount against the 
national bank. This is a question of 
remedy, in view of all the circumstances, 
and an Iowa lawyer should be consulted 
as to the ways and means of making the 
most, for the owner bank, out of the dis- 
counted paper. 


Grace on Future-Payable, and Post- 
Dated, Gheck in New York. 


Lockport, N. Y., Sept. 15, 1893. 
Editor Banking Law /Journat: 
Is acheck drawn as follows, entitled to grace 
in this state— 
$28. Lockport, N. Y., Sept. rst, 1893. 
First National Bank pay to James Smith or 
order twenty-eight dollars. 
Payable September 15, 1893. 
R. W. Wilkins. 
If the same check was dated ‘‘ahead,” thatis, 
if it was delivered on Sept. 1 but dated Sept. 15, 
would it then be entitled to grace? 
A reply through the columns of your very 
helpful Journal will be appreciated. 
Yours respectfully, 
TELLER. 


1. An instrument in the form of a 
check, but dated on one day and having 
a future date of payment inserted, has 
in some states, been held a bill of ex- 
change and entitled to grace; while in 
others, a mere check, payable without 
grace. In the state of New York, how- 
ever, the question cannot arise. Such 
an instrument clearly does not carry 
grace, by reason of the following stat- 
ute: 


“All checks, bills of exchange or drafts, appearing 
on their face to have been drawn upon any bank or 
upon any banking association, or individual banker, 
carrying on banking business under the laws of this 
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state which are on their face payable on any specified 
day orin any number of days after the date or sight 
thereof, shall be deemed due and payable on the day 
mentioned for the payment of the same, without any 
days of grace being allowed, and it shall not be neces- 
sary to protest the same for non-acceptance. 


2. A check delivered, dated ahead, i. 
e., a post-dated check does not carry 
grace in any state. 


The National Thanksgiving Day. 


NIAGARA County NATIONAL BANK, ) 
Lockport, N. Y., Sept. 27, 1893. | 


Editor Banking Law Journal: 

Does the President of the U. S. follow any 
rule in appointing the day to be observed as 
“Thanksgiving Day” in November? 

Is it always the last Thursday of the month? 

There is some difference of opinion among 
local bankers regarding this matter, and a reply 
from you will be gladly received. 


Yours respectfully, 
J. R. Compton, Cashier. 


There is no statute under which the 
last Thursday of November is appointed 
by the president as a day of thanksgiv- 
ing. Custom has fixed that as the day. 
In Appelton’s American Cyclopedia 
(title ‘‘Thanksgiving Day’’) an excellent 
account will be found, giving the origin 
and history of the custom of prc claim- 
ing a day of thanksgiving. We make 
the following extracts: 

‘*During the revolution, thanksgiving 
day was a national institution, being 
recommended by~-congress; but after 
the general thanksgiving for peace in 
1784, there was no national appoint- 
ment until 1789, when President Wash- 
ington, by request of congress, recom- 
mended a day of thanksgiving for the 
adoption of the constitution. Washing- 
ton issued a second thanksgiving pro- 
clamation in 1795 on account of the 
suppression of insurrection. President 
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Madison, by request of congress, recom- 
mended thanksgiving for peace in April, 
1815. But the official recommendation 
of thanksgiving day was mainly confined 
to New England, where regular annual 
proclamations were issued by the gov- 
ernors of the states. * * * * * 

‘In 1858, thanksgiving proclamations 
were issued by the governors of eight of 
the southern states. During the civil 
war, President Lincoln issued proclam- 
ations recommending special thanksgiv- 
ing for victory in 1862 and 1863, and a 
national proclamation of the annual 
thanksgiving day in 1863 and 1864. 
Since that time, such a proclamation 
has been issued annually by the presi- 
dent, as well as by the governors of the 
states and the mayors of the principal 
cities; and custom has fixed the time 
for the last Thursday in November.” 


Non-Payment of Express Money- 
Orders. 


MUSKEGON CouNTY BANK, j 
MonTAGUE, Mich., Sept. 26, 1893. § 


Editor Banking Law Journal: 


I was going to ask your opinion of the prac- 
tice of the express companies in selling ‘‘money 
orders” payable at stated points and making no 
provision for paying themthere. And I felt 
confident you would say it is reprehensible. 
But, after reading your ridicule of the Kansas 
commissioner for discerning a wrong in the sus- 
pension of cash payments by the eastern banks, 
] am prepared to have you endorse the wise and 
conclusive answer of the express agents: ‘‘Why, 
what are you kicking about? These orders are 
Goop, they can be deposited in bank and used 
as exchange.” These orders are drawn by all 
the various express companies, who are paid 
fees for transmitting the funds to the places 
where the orders are made payable, but they 
transmit only totheir own central treasuries. 
The one express agency in this little town can- 
not pay one-tenth of the orders drawn upon it; 
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but the orders are ‘‘good” and the holders CAN 
USUALLY GET THEM DISCOUNTED. 


Yours truly, 
H. H. TERWILLIGER. 


Not so; in the one case there is just 
cause for complaint, in the other, there 
was not. But even in the case of the 
express money order, it is the holder 
that should complain, not the banker. 
The latter has the opportunity of dis- 
counting upon first-class security, as 
well as reaping a small harvest of pro- 
test fees upon non payment. 


Protest by Private Banker, as Notary. 


BANK OF BENSON, i 
BENSON, Minn., Sept. 25th, 1893. § 


Editor Banking Law Journatz: 


One of our correspondents, in this county, is 
the sole owner of a private bark, doing busi- 
ness under the name and style of the ‘‘Bank of 
Kerkhoven;” he being the cashier, and in fact 
the whole working force of the bank. He asks 
us if he, being a notary public, can make law- 
ful demand, protest, etc., of notes, etc., sent to 
his bank for collection—also if he could legally 
make such demand, protest, etc., when such 
notes were made payable at his bank, as in this 
case on default, he would have to make such 
demand on himself. 


Your kind attention will oblige, 
Yours truly, 


FrANK M, THorRNTON, Cashier. 


1. There being no statute in Minne- 
sota prohibiting.bankers, their officers 
or employees, from acting at notaries 
in matters of protest, or otherwise, af- 
fecting the bank, there is clearly noth- 
ing in the law which would affect the 
legality or propriety ofa private banker, 
as notary, protesting paper sent to him 
for collection. In this case, he is not 
owner of the paper, but agent merely. 
His protest, in such case, would be un- 
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doubtedly valid. See articles upon 
“Invalidity of Notarial Acts by Reason 
of Interest” in Journals of March 1, 
1890, and April 15, 1891, for full dis- 
cussion of the subject generally, and 
enumeration of the states, having stat- 
utes prohibiting notaries connected with 
banks from acting in certain cases. 

2. Respecting the protest by the pri- 
vate banker, as notary, of paper made 
payable at his bank, the inquiry involves 
the following question discussed under 
the title ‘‘Protests by Drawee Bank,” in 
the Banxinc Law Journat of October 
15, 1892. 

“*Ts it proper for a bank to protest a check 
drawn on itself, and received through the 
mail from its correspondent for credit? 
While the custom is to protest, when the 
adrawee has no funds, can it properly do so? 
Can a bank properly act as agent when doing 
business with itself? Is there not an incon- 
gruity in so doing?” 

In that article the question was thor- 
oughly discussed, and the decision of 
the supreme court of lowain Bank v. 
McLeran, 26 lowa, 306 cited, holding 
that the fact that a bank is drawee,does 
not prevent it from acting as agent for 
the holder of the paper. The conclusion 
reached by the Journal was that the 
validity of a notarial protest, or the ef- 
fectuality of other steps necessary to 
hold indorsers cannot be successfully 
attacked upon the ground that the notary 
making the protest and notice is an em- 
ployee or attachee of the drawee bank, 
agent of the owner, or that the bank 
itself, as such agent, has, through other 
employees, given notice of dishonor to 
enable the owner to hold indorsers. 
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Since that article was published, the 
supreme court of Nebraska has rendered 
a decision in Wood River Bank v. First 
National Bank of Omaha, reported in the 
BankincG Law Journat of July 1, 1893, 
recognizing the propriety of a drawee 
bank having protest made of a check 
drawn on itself. 

It is in line with the principle of these 
cases to say that where a check is drawn 
upon, or a note made payable at the 
banking house of, a private banker, pro- 
test for non-payment, as notary, by him 
would be valid. 


COMMENDATORY. 


BANK OF CHOTEAU, 
CHOTEAU, Montana, Sept. 20, 1893. 
Mr. Tuomas B. Parton, 
Editor and Publisher, 
BANKING LAW JourRNAL, N, Y. City. 

Dear Sir:—Herewith I beg to hand you 
blank filled out by myself as a subscriber for 
the BANKING LAW JOURNAL commencing with 
issue of August 15, and for which I hand you 
postal note for $3.00 to cover same for one year. 
I cannot speak in high enough terms of the ex- 
cellence of this splendid paper, and I have no 
hesitation in readily pronouncing it the very 
best paper devoted to the interests of banks and 
banking that I have ever seen, filling an unique 
position in banking literature, and an almost 
invaluable one, too, 

I am familiar with almost every publication 
relating to banking published in this country, 
many of which the bank here receive through 
regular subscription, but none of them quite 
serve the purpose of yours, and it will afford 
me the greatest pleasure to bring it to the no- 
tice of my banker friends who are unacquainted 
with its merits, 

Yours respectfully, 
James W. Cory, Receiver. 
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THE NEW YORK CLEARING HOUSE. 
ANNUAL ELECTION OF OFFICERS. 


The fortieth annual meeting of the Bankers’ 
New York Clearing-House Association was held 
October 3, at one o’clock in the Clearing House, 
Nassau and Pine Streets, George G. Williams, 
President of the Association, in the chair. The 
principal business before the meeting was the 
election of officers for the ensuing year and the 
acceptance of the report of William Sherer, the 
manager, of the business of the association for 
the past year. 

The election of officers resulted as follows: 


President, George G. Williams, president 
Chemical National Bank; secretary, Alexander 
Gilbert, vice-president Market and Fulton Na- 
tional Bank; Clearing-house committee, Frede- 
rick D. Tappen, president Gallatin National 
Bank; William A. Nash. president Corn Ex- 
change Bank; George F. Baker, president First 
National Bank; William W. Sherman, president 
National Bank of Commerce; Richard Hamilton, 
vice-president Bowery Bank. 

Conference Committee—Daniel B. Halstead, 
president New York National Exchange Bank; 
Ebenezer K. Wright, president National Park 
Bank; G. G. Brinckerhoff, president National 
Butchers’ & Drovers’ Bank; William L. Strong, 
president Central National Bank; E, S. Mason, 
president Bank of New York, N. B. A. 

Nominating Committee — Dumont Clarke, 
vice-president American Exchange National 
Bank; Thomas L. James, president Lincoln 
National Bank; Edmund D. Randolph, presi- 
dent Continental National Bank; John M. 
Crane, president National Shoe and Leather 
ey Joseph S, Case, cashier Second National 

ank, 


The President appointed the following com- 
mittees 


On Admissions—A. Barton Hepburn, presi- 
dent Third National Bank; J. F. Frederichs, 
cashier German-American Bank; Warner Van 
Norden, president National Bank of North 
America; James G. Cannon, vice-president 
Fourth National Bank; Scott Foster, president 
People’s Bank. 

Arbitration Committee—John T. Willets, 
president Leather Manufacturers’ National 
Bank; Phineas C. Lounsbury,.President Mer- 
chants’ Exchange National Bank; A. S. Fris- 
sell, president Fifth Avenue Bank; Robert M. 
Gallaway, president Merchants’ National Bank; 
_ McAnerney, president Seventh National 

ank. 


William Sherer was reappointed manager and 
William J. Gilpin assistant manager. 

The association increased the manager’s sal- 
ary $2,000 to $10,000 a year in recognition of 
the admirable manner in which the duties of his 
office had been performed by him. The salary 
of the assistant was also raised for the same 
reason. 

The association at the same time also changed 
the by-laws and raised the admission fee for 
any bank with a capital of $3,000,000 or less to 
$5,000. Heretofore the admission fee was 
graded according to the amount of a bank’s 
capital. 

Among the other business transacted was the 
consideration of the suggestion of the Assistant 
United States Treasurer, Conrad N. Jordan, 
that the association agree by a formal vote 
always to pay the Sub-Treasury’s credit balance 
in money current at the New York Clearing 
House. This has always been done and the 
association referred the suggestion to the Clear- 
ing- House Committee with power. 

The association also authorized the Clearing- 
House Committee to provide a depository for 
the gold coin used in the settlement of clearing- 
house balances. The committee has offers of 
accommodation from the Chemical Bank, the 
Bank of America and the Mercantile Safe De- 
posit Company. It is probable that the last 
mentioned will be accepted, as the vaults are 
practically in the same building as the Clearing 
House, and are the most commodious as well as 
the most convenient in every way. 

The manager’s annual report was an interest- 
ing document for statisticians. These are some 
extracts from it. The Clearing House transac- 
tions for the year were as follows: 

Exchanges. $34,421,380,869.50; balances, 
$1,696,207,175.52. The average daily transac- 
tions were; Exchanges, $113,978,082.31, and the 
average daily balances were $5,616,580.05. 

The total transactions since the organiza- 
tion of the Clearing House (forty years) wereas 
follows: 


Exchanges 
Balances 


$1,021,018,593,454.38 
451981,837,600.20 


, ‘ $1,067,000,431,054.58 
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OHIO BANKERS’ CONVENTION. 


The third annual convention of the Ohio 
Bankers’ Assoeiation will be held in Cleveland, 
on October 11th and 12th. Following is the 
programme: 


PROGRAMME, WEDNESDAY, oct. 11, AT 10 O'CLOCK A.M. 
Prayer 
Rt. Rev. W. A. Leonard. D. D., Cleveland. 
Address of Welcome. 
Response: 
P. W. Huntington, President Hayden National Bank, 
Columbus. 
Address of the President. 
Report of Officers. 
Appointment of Committees. 


Afternoon Session—2z o'clock p. 
General Remarks—Thoughts on Banking "Subjects. 
Address: 
Hon. John Sherman, 


THURSDayY, OCT. 12, AT 10 O’CLOCK A. M. 
Addresses: 
Hon, 1. P. Handy, Cleveland—Old Time Banking. 
Gen. A. V. Rice, Ottawa—State Banks: Their Pro- 
vince and Functions. 


Afternoon Session—1:30 o’clock p.m. 
Miscellaneous Business. 
Report of Auditing and Nominating Committees. 
Election and Installation of Officers. 
Adjournment—Thursday evening, Banquet. 


* * *& 


Mr. W. J. B. PatTerson, who for many years 
conducted an extensive investment business in 
San Antonio, Texas, has moved to New York 
City, having purchased an interest in, and taken 
the presidency of, the BANKING LAW JOURNAL 
Company, in Wall street, which publishes a 
semi-monthly journal recognized as the leading 
authority amongst United States bankers upon 
subjects relating to the law and practice of bank- 
ing. The company also carries on a regular 
publishing business upon financial affairs. Mr. 
Patterson will be remembered as an old Mon- 
trealer at one time editorially connected with 
the ‘‘Gazette,” and is well known in Corn Ex- 
change and Board of Trade circles. Mrs. 
Patterson is spending this year in Montreal for 
the education of their family.—From ‘‘Montreal 
Gazette,” Oct. 2, 1893. 


* * * 
STATE AND PRIVATE BANK FAILURES. 


560 state and private banks failed in the first eight 
months of 1893, and 72 resumed. Failures of na- 
tional banks, 158; resumptions, 70. 


A dispatch from Washington under date of 
September 24th says: Statistics compiled from 
official data show that from January to Septem- 
ber this year 560 state and private banks in the 
United States failed and that 72 have resumed 
business. In the same time 158 national banks 
failed, 70 of which have resumed. 


LAW JOURNAL 


The detailed statement by states of suspended 
national banks has recently been published, 
The following table gives the failures and re- 
sumptions of state and private banks since 
Jan. I: 


No. resumed. 


New 
New 


»u No, suspensions 
~ » No.suspensions, 


Arkansas......... 
California..... sae 
Colorado 
Delaware 

Dis. Columbia.... 
eae 
eS alba 
ne eecces 
Rhode Island 
South Carolina 
South Dakota 
Tennessee......... ‘ 
PEED coves cesses 45 
Kentucky 

Louisiana 

Virginia . 
Washington... 
W. Virginia... 
Wisconsin 
Wyoming 


Massachusetts.... 
Michigan .. 
Minnesota 
Missouri 
Montana 
Nebraska......... 
New Hampshire. 
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Totals 


On OW WROOCOCOCaWON HON MOM HM WOO 


) 
nN 


BANK SUPERINTENDENT PRESTON’S 
COMMENT ON STATEMENT OF FAILURES. 


ALBANY, Sept. 26.—Supt. Preston, of the State 
Banking Department, says the article and table 
recently sent out from Washington giving the 
state and private bank failures and resumptions 
are calculated to throw discredit on the state 
banking system. The article said that from 
Jan. 1 to Sept. 1 560 state and private banks 
had failed and 72 had resumed while only 155 
national banks had failed and 70 had resumed. 
New York was credited in the table with 25 
state and private bank failures. 

‘*The fact is,” said Mr. Preston, ‘there have 
been five failures of state banks in this state 
since Jan. 1, the Canal Street Bank and the 
_Madison Square Bank, of New York City; the 
Cataract Bank, of Niagara Falls; the Queen 
City Bank, of Buffalo (the latter having re- 
sumed), and the Commercial Bank, of Brook- 
lyn. Therefore, if the table is correct, 20 of 
New York’s 25 failures have been of private 
banks, with which the State Banking Depart- 
ment has no possible supervisory connection. 

“If the proportion is as great in other states, 
then four-fifths of the 560 reported failed would 
be private banks, or 448, leaving out 112 state 
bank failures to 156 national banks. The na- 
tional bank system has enough good qualities 
without the attempt to create erroneous impres- 
sions as to its safety compared with the state 
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systems. There is not now and never has 
been in this country a banking system that 
better protects the depositors and the public at 
large, while saving all their individual rights to 
the stockholders, than the banking system of 
the state of New York.” 


* * * 


THE FARMER’S CURRENCY BASIS. 


Farmer Bego was nailing a picket to his fence 
when the huckster drove up. The conversa- 
tion drifted from personal business to national 
topics. 

What kind of a currency basis do you 
favor?” asked the huckster. 

‘‘W-a-a-l,” said Mr. Bego, ‘‘I spose I’m no 
different from a hull lot of better known people 
in favorin’ whut I kin reach out an’ git the 
most of with the least trouble.” 

‘Yer fur silver, then, ain’t ye?” 

‘‘Nope. I’m fur 'taters. I did expect ter be 
fur hay, but my ’taters has knocked my hay 
clean silly.” —[Washington Star. ] 


A MERCHANT’S EXPERIENCE WITH 
CHEAP MONEY. 


The following letter was recently received in 
Washington by a prominent Government official 
from John M. Forbes, the well-known Boston 
merchant: 

“Referring to our talk yesterday about the 
difficulty, and perhaps danger to its citizens of 
any power booming single-handed the subsid- 
iary coinage, like iron, copper, silver, I think a 
sketch of my personal experience in connection 
with the edicts of the Chinese Emperor (a mon- 
arch over some 400,000,000 of yellow folks) may 
be amusing and perhaps suggestive. Inaspirit 
of lofty indifference to the policy and wishes of 
all ‘outside barbarians,’ as the rest of the world 
were called, the Emperor attempted to force 
copper into a currency, thinking that all other 
nations would have to blindly accept it, just as 
our silver lunatics now would like to fix silver 
on our necks, without reference to the rest of 
the world. The Chinese law thus gave a fic- 
titious value to copper, technically called ‘cop- 
per cash,’ until the laws of trade asserted its su- 
periority and forced down legal-tender copper 
to its intrinsic value. 

‘Ata period which my records would easily 
determine, this law of the Emperor had drawn 
so much copper to China that I was able to 
ballast at least one ship, the Florence, of 600 or 
more tons, with bags of ‘copper cash’ at a price 
in China which, by selling in the United States 
to be melted up into ingots, netted me a very 
handsome freight as profit, You must draw 
your own inferences, and I suppose each 
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theorist will reach a different conclusion in re- 
gard to this very odd but indisputable fact. 

“I hope, if you do water our national cur- 
rency with silver, to see it cheap and plenty 
enough tor us to shingle our houses with, as it 
is a material free from rust and decay. I trust, 
moreover, that our protectionists, or paternal- 
ists, may not seduce our administration to lend- 
ing itself to any such absurdities; but if they 
do, we common-sense traders, or as you will 
call us, Shylocks, will stand ready to mitigate 
our part of the loss by buying your silver coins 
at the value which the world will surely fix upon 
them despite your edicts; and perhaps we may 
then shingle our houses and line our hearths 
with your legal-tender coin, bought at prices 
which you will be glad to sell at, and so turn 
the surplus silver of the world to the industrial 
and practical uses which are bound to be its 
chief functions in the future.”’ 


* * #* 


THE FALLACY OF NEW COINAGE 
RATIOS. 


An idea which has found much favor is, that 
a solution of the silver problem can be found by 
changing the existing coinage ratio of gold and 
silver, now established by law, and putting into 
the silver. dollar enough additional silver at 
market value to make it equal in value toa gold 
dollar; and that other nations should do the 
same with their standard silver coinage. The 
idea from a mechanical point of view is entirely 
practical; but from every other point of view is 
entirely unpractical. Its advocates not only en- 
tirely ignore the influences that have greatly 
prejudiced the great commercial nations against 
the use of silver as a money metal by reason of 
its inconvenience as an instrumentality for 
trade; but they propose to increase and 
strengthen this prejudice by greatly augment- 
ing the size, the weight, and the bulkiness of 
all silver coinage that is notin the nature of a 
token currency. But suppose the nations should 
agree in establishing a common coinage ratio 
between the two metals, as 20, 24, or 28 to 1: 
what reason is there to believe that such ratio 
can be maintained? Who knows what the gold 
value of silver is at the present time? Who 
knows what it is going to be? Who knows the 
price at which it can be mined at a profit under 
business conditions and without government 
interferences? All the evidence is to the eftect 
that the application of new methods to the work- 
ing of known deposits of silver—especially in 
Mexico and South America—will greatly in- 
crease its production at no distant day and re- 
duce its worth to no more than one-third of the 
value on which its coinage parity with gold was 
maintained for a hundred years. * * * It 
would seem to require no argument to prove 
that the establishment and continuance of an 
international coinage ratio of gold and silver 
must depend on the establishment and main- 
tenance of a parity, or constant relative value 
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of the two metals. Unless this can be effected, 
no permanent international agreement is pos- 
sible; and the cause of silver and of bimetallism, 
or the legalized use of the two metals as money 
at a prescribed ratio, is lost. But the relative 
value of gold'and silver, as is the case with all 
other commodities, is determined by the law of 
supply and demand; and if this cannot be regu- 
lated, parity between the two metals cannot be 
maintained.—David A. Wells in “‘Forum” for 
October. 


* * * 


A draft upon a merchant at Horton, Kansas, 
was recently sent through the Gilbert Elliott 
Law Company to the First National Bank of 
that place for collection. The bank returned 
the draft with the following laconic indorse- 
ment: 


Party has failed, and says “In Kansas he trusted; in 
Kansas he busted.” 


THE NEW YORK SCHOOL OF ACCOUNTS. 

The opening of the New York School of Ac- 
counts occurred on Tuesday evening, October 
3, 1893, when a large and interesting audience 
gathered at the rooms, 122 West Twenty-third 
street. The meeting was presided over by the 
Dean—John L. N. Hunt, L.L.D.—who in an 
able address explained the aims and objects of 
the institution. Amongst the speakers were 
Hon. Adolph L. Sanger, President of the Board 
of Education of the City of New York, and Com- 
missioners Wm. S. Van Arsdale, Charies C. 
Wehrum, Isaac A, Hopper and Arthur McMul- 
lin, of that institution. There were also present 
President James Yalden, of the Board of Trus- 
tees of the school, and his colleagues in that 
board, also President H. R. M. Cook of the 
American Association of Public Accountants, 
Many prominent lawyers and business men of 
the city were also present. Amongst the speak- 
ers were Dr. Pereira Mendez. 

The subject of the inception and organization 
of this enterprise on the part of the American 
Association of Public Accountants was well 
commented upon by all,and'it must be gratifying 
to the members of that institution that their ef- 
forts for the advancement of the profession have 
been crowned with such success. A number of 
students were present and the school actually 
commenced its course of instruction on Wednes- 
day, Oct. 4. This favorable opening augurs 
well for the future of public accountants, as by 
the means of such a school a high grade and 
standard of attainment will be evidenced. This 
institution is the only one of its kind in the 
United States, and we believe that the Univer- 
sity of this state has done well in placing such 
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an important charter and duty in the hands of 
practical exponents of the science of accounts. 
The general opinion of business men is most 
favorable, and there is no doubt that if properly 
conducted the institution will be the foremostin 
rank and the most important of its kind not 
only in the United States but in the whole 
world. 

The New York School of Accounts is 
established ‘‘to provide for young men 
special means of training and correct and 
practical instruction in the knowledge and 
science of bookkeeping, modern accountancy 
and finance, in order that, being well informed 
upon these important subjects, they may either 
serve the community skillfully as public ac- 
countants, business managers and officers of 
trust, or, remaining in private life, may pru- 
dently, economically and successfully manage 
their own affairs: in short, to establish means 
for imparting a liberal and practical education 
in all matters pertaining to the intricate science 
of accounts.” 

A glance at the list of practical accountants 
who constitute the faculty, and who will work 
under the able guidance of their dean, the emin- 
ent educator, Dr. John L. N. Hunt, who occu- 
pies the chair of law and business practice, 
holds out good promise o: fulfilment of the task 
which has been undertaken. 


zx * * 


BOOK NOTICES. 


‘*The Law of Interest,” by Sidney Perley, of 


the Massachusetts Bar. Published by George 
B. Reed, Law Publisher, Boston; 1893. This 
is a work which fills a long-felt want. Strange 
to say, although the subject constitutes one ot 
the most important branches of the law, and 
engages as much, if not more, attention of the 
courts in every state, than any other, no work 
on the subject has been published since 1873— 
Tyler on Usury, Pawns and Pledges—and that, 
of course, 1s now obsolete. To bankers, partic- 
ularly, a book of this character has peculiar 
value. We do not pretend to have read Mr. 
Perley’s work throughout—it contains 433 pages 
—but from the examination we already have 
been able to give it, and the references to it we 
have already made, we commendit as worthy of 
purchase by all interested in this branch of the 
law. The work contains the principles of the 
law of interest as applied by courts of law and 
equity in the United States and Great Britain; 
and the text of the general interest statutes in 
force in the United States, Great Britain and 
the Dominion of Canada. There are nearly 
seven thousand decisions cited, aud these com- 
prise all the casesof value that have been de- 
cided to the time of the examination of the 
proof-sheets. 
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A TABLE ON SILVER. 


DEPRECIATION IN THE COST OF SILVER UNDER FREE COINAGE. 


An Illustrative Table Showing Depreciation, and a Suggestion of Remedy for pres- 
ent Financial Difficulties, by Wm. L. Hartung, Expert Accountant, New York. 


The Director of the United States Mint states the average cost of the silver bullion pur- 
chased during the year ending December 31, 1892, under the act of July 14, 1890 (styled the 
Sherman act), is 874¢ cents per ounce of 480 grains. This (without taking into consideration 
the alloy in coin) would bring the value of pure silver in the 41244 grain dollar proposed at 
the Carlisle conference at 75 19-100 cents; and one dollar in gold (taxing 480 grains of silver 
at 87}¢ cents per ounce) would purchase 548 57-100 grains of pure silver, or 136 grains more 
than would be contained in the 4124 grain Carlisle dollar, and 177 32-100 grains more than is 
contained in the 371 grain Bland dollar. 

To illustrate the depreciation which would be likely to occurin the cost of silver if a 
Free Coinage bill is passed by Congress limiting it exclusively to silver bullion produced 
only in the United States, and the increased number of grains of silver $1 in gold would 


urchase at the market value, also the value in either a Bland dollar, or a proposed Carlisle 
liar, at such market price. See below table: 
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THE BANKING LAW JOURNAL 


Now if silver, owing to the 
would purchase 640 ns—and 1, 


equal and the holder presenting it at the Mint for coin 

So. And the lower silver fell in price, the 
coiner and the greater the loss to the parties he paid it to for wages or 
ness, 


As a remedy for our present difficulty I would suggest that the 
the gold clause in the 
, produced only from mines in the United States, and 
silver certificates representing the market price, or in 
other words, if 100,000 ounces of silver bullion is. purchased 


lars and make a profit of 


by the government be continued, but re 
man act, then purchase all silver offe 
issue against the bullion so purchased 


production, falls to 75 cents 
ounces or 480,000 grains divided by 640 grains would 


r 480 grains—$1 in gold 
would receive 800 silver dol- 
pater the »rofit to the 
r any oc .er indebted- 
urchase of silver bullica 
ilver Parcbase or Sher- 


at. 62 cents per cunce, issue 


$62,000 in silver certificates and store the bullion uncoined. 


I believe it is as much the duty of the 


vernment to provide, or aid in providing a 


market for the silver produced in the mines of the United States as it is their duty to pro- 
tect our manufacturing industries by levying duties on foreign importations coming in com- 


petition with our products. 


Then levy a slight duty on silver produced in any other cnuntry than the United States; 
and when the arts and sciences require silver bullion let them purchase it from the govern- 


ment, the market value of it in gold. 
a ent, paying, 


The 
d to take the place of the silver bullion sold to be manufactured, with whi 


vernment vould thus be accumulatin 


they could redeem and retire silver certificates vutstanding when presented for redemption. 
This method would have the effect not only of inspiring confidence in all financial circles 


and lines of trade, but would keep the silver certificates issued on a 
ighth of the duties levied on forei 
d we needed for use in the Uni 
bond, and «eep the $100,000,000 gold reserve in- 


law passed compelling at least on 
paid in gold ae ve us all the 
without the sale of a single United States 
tact. 


Aug. 24, 189% 


rity with gold, and a 
importations be 
States Treasury, 


Wausax I. Hartcne 





THE ERA OF PAPER MONEY. 


From Paper by J. B. McMaster, in the September AZ/an¢ic on “ Wild-cat Banking in the "Teens." 


‘**To the evils produced by so debased 
a paper currency, coming from more 
than four hundred sources of issue— 
from banks with charters, from banks 
without charters, from cities, from 
towns, from individuals, from importing 
companies and exporting companies, 
from factories, and from the treasury of 
the Unitea States—must be added yet 
other evils which sprang from the op- 
portunities such a currency afforded 
rogues and sharpers. Men without con- 
sciences printed their change bills on 
paper so bad that it fell to pieces in the 
pockets of the takers.- Counterfeiters 
plied their shameful trade so success- 
fully that hundreds of thousands of dol- 
lars of false notes were soon afloat in the 
country. One gang made its headquar- 
ters in Indiana Territory Another had 
its presses somewhere on the Hudson. 
Four members of the Western gang, 
who were captured at Harrisburg, had 
in their valise $350,000 of counterfeit 
notes of the Miami Exporting Company 
of Ohio. A member of the Eastern 
gang, when caught, had with him coun- 
terfeit notes of every important bank 
along the seaboard, from Savannah to 
Albany. The newspapers all over the 


country were full of notices of false bank 
notes, and, what was quite as bad, of 
notes of banks which had no existence. 
These wild-cat institutions were the crea- 
tion of a class of men who would have 
thought counterfeiting infamous. Two 
or three of them would associate, select 
a name and a city, have plates engraved 
in the best and most artistic manner, 
print bills of all denominations, and sell 
them to the exchange brokers or pass 
them off in cities far away from the place 
where the bank was supposed to be lo- 
cated. New York, as a great commer- 
cial centet, was a favorite spot, and in 
it many such imaginary institutions were 
located. One, taking the name of the 
City Exchange Bank and claiming to 
have $2,000,000 of capital, scattered 
tens of thousands of dollars in notes all 
over the South. Another, called the 
Merchants and Mechanics’ Exchange 
Company, victimized the people of Au- 
gusta, of Fayetteville, and of Charles- 
ton. Notes of a third, the Ohio Export- 
ing and Importing Company, appeared 
at Trenton, at Philadelphia, and in 
Western Virginia. The owners of a 
fourth, did a thriving business from 
Cooperstown to Buffalo.” - 





